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Btj  Hal  Bridges 

ASSOCIATE  PROFESSOR  OF  HISTORY 
AT  UNIVERSITY  OF  COLORADO 

The  Robber  Baron  Concept  In 
American  History 

€  The  most  vehement  and  persistent  controversy  in  husincss  history 
has  been  that  waged  by  the  critics  and  defenders  of  the  “robber  baron” 
concept  of  the  American  businessman.  Far  from  being  a  pedantic  exer¬ 
cise,  this  controversy  has  at  various  times  exerted  a  decisive  influence 
on  business  itself.  The  origins,  spread,  and  obsolescence  of  the  concept 
are  traced  here,  together  with  the  merits  and  failings  of  currently  pre¬ 
dominant  historical  attitudes. 

Widespread  in  American  historical  writing  is  the  idea  that 
business  leaders  in  the  United  States  from  about  1865  to  1900  were, 
on  the  whole,  a  set  of  avaricious  rascals  who  habitually  cheated 
and  robbed  investors  and  consumers,  corrupted  government,  fought 
ruthlessly  among  themselves,  and  in  general  carried  on  predatory 
activities  comparable  to  those  of  the  robber  barons  of  medieval 
Europe.  Such  at  any  rate  appears  to  be  the  content  of  the  idea 
when  put  into  plain  language.  As  actually  used  by  historians,  the 
concept  tends  to  become  more  suggestive  than  precise.  In  this 
study  it  will  be  referred  to  as  the  idea  of  the  robber  barons,  and  an 
effort  will  be  made  to  trace  the  broad  outlines  of  its  historical  de¬ 
velopment  after  the  Civil  War,  to  point  out  historical  interpreta¬ 
tions  at  variance  with  it,  and  to  appraise  its  value  for  present-day 
historians. 

In  the  post-Civil  War  era,  some  relatively  early  expressions  of 
the  idea  of  the  robber  barons  can  be  found.  In  1869  E.  L.  Godkin 
in  The  Nation  denounced  Cornelius  Vanderbilt’s  extortionate  ways 
and  called  the  Commodore  “a  lineal  successor  of  the  mediaeval 
baron  that  we  read  about.  .  .  ’  In  the  early  seventies  the 

Grangers  adopted  resolutions  comparing  American  railroad  corpo- 

*  “The  Vanderbilt  Memorial,”  The  Nation,  Vol.  IX  (Nov.  18,  1869),  pp. 
431-432;  quoted  in  Edward  C.  Kirkland,  Business  in  the  Gilded  Age:  The 
Conservatives'  Balance  Sheet  (Madison,  Wisconsin,  1952),  p.  37. 
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rations  to  oppressive  “feudal  barons  of  the  Middle  Ages.”  -  In  the 
eighties  and  nineties  cries  of  robbery  came  from  Creenbackers  and 
Populists.  Matthew  Josephson  states  that  he  drew  the  title  of  his 
book  The  Robber  Barons  from  “the  folklore  of  the  Kansas  Green- 
backers  and  Populists  of  the  1880’s.”  ^ 

With  the  publication  in  1894  of  Henry  Demarest  Lloyd’s  Wealth 
agamst  Commonwealth,  the  idea  of  the  robber  barons  gained  new 
importance  for  American  intellectuals.  Lloyd,  an  independently 
wealthy  journalist,  was  an  Emersonian  religious  thinker  and  a  social 
reformer  who  almost  but  never  quite  joined  the  Socialist  party.^ 
The  impassioned  rhetoric  of  his  book  was  aimed  not  only  at  the 
Standard  Oil  monopoly  but  at  an  even  bigger  target  —  business, 
the  capitali.stic  system  as  it  then  existed.  “Business,”  he  wrote, 
“colors  the  modern  world  as  war  reddened  the  ancient  world.” 
And,  anticipating  somewhat  a  later  theme  of  Thorstein  Veblen, 
he  declared  that  if  civilization  was  dcstroved  it  woukl  not  be  bv 
Macaulay’s  “barbarians  from  below”  but  bv  “barbarians  .  .  .  from 
above,”  the  “great  money-makers”  who  now  exercised  “power 
kings  do  not  know.”  Among  these  moneyed  barbarians  were  the 
rulers  of  Standard  Oil.  The  record  of  the  Standard  corporation, 
which  Lloyd  set  forth  in  detail,  illustrated  his  thesis  that  “Monop¬ 
oly  is  Business  at  the  end  of  its  journey.”  ’’ 

Allan  Nevins  has  called  Wealth  against  Commomvealth  propa¬ 
ganda  rather  than  history;  Chester  M.  Destler  has  defended  the 
book  as  essentially  accurate,  and  the  most  recent  study  of  the  rise 
of  the  Standard  monopoly  supports  Nevins’  judgrnent.”  But  if 

*  Charles  Francis  Adams,  Jr.,  Railroads:  Their  Origin  and  Problems  (New 
York,  1893),  pp.  128-129. 

*  Allan  Nevins  and  Matthew  josephson,  “Should  American  History  Be 
Rewritten?”  The  Saturday  Review,  Vol.  XXXVII  (Feb.  6,  1954),  p.  10.  H.  D. 
Lloyd  in  “The  Political  Economy  of  Seventy-Three  Million  Dollars,”  The 
Atlantic  Monthly,  Vol.  L  (1882),  pp.  ,69-81,  compared  Jay  Gould  to  an 
assassin.  Inspin'd  by  this  article,  Carl  Schurz  referrc'd  to  contemporary  business 
leaders  as  “the  robber  barons”  in  a  Phi  Beta  Kappa  oration  at  Harvard  Uni¬ 
versity.  Also,  in  The  Chicago  Tribune  “of  the  early  eighties”  Lloyd’s  editorials 
“made  repeated  comparisons  between  the  great  railroad  magnates  and  the 
nobility  of  the  Medieval  Rhine.”  See  Chester  M.  Destler,  “Entrepreneurial 
Leadership  Among  the  ‘Robber  Barons’:  A  Trial  Balance,”  The  Tasks  of 
Economic  History  (Supplemental  Issue  of  The  Journal  of  Economic  History), 
Vol.  \T  (1946),  p.  28,  n.  1. 

*  Daniel  Aaron,  Men  of  Good  Hope:  A  Story  of  American  Progressives 
(New  York,  1951),  pp.  150,  158,  169. 

“  Henrv  Demarest  Lloyd,  Wealth  against  Commonwealth  (New  York,  1902 
ed.),  pp.  509,  510,  6. 

*  For  the  Nevins-Destlcr  debate  over  Lloyd’s  accuracy  see  Chester  McA. 
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tlierc  is  contro\ersy  over  Lloyd’s  accuracy,  there  is  general  agree¬ 
ment  that  his  book  strongly  influenced  public  opinion.  More,  prob¬ 
ably,  than  CJiaptcrs  of  Erie,  and  Other  Essays,  or  Progress  and 
Poverty,  or  such  relatively  mild  novels  as  The  Gilded  Age,  Looking 
Backward,  and  A  Traveler  from  Altruria,  it  served  to  fasten  a 
robber  baron  portrait  of  the  postwar  businessman  into  the  .American 
mind. 

This  |■K)rtrait  was  I'tched  more  deeply  as  the  eenturv  waned  and 
Populism  broadened  into  Progressivism.  The  intellectual  pre¬ 
occupations  of  the  Progressive  Era  —  the  national  debate  over  con¬ 
trolling  the  trusts,  the  muckrakers’  revelations.  Socialist  agitation, 
and  the  novels  of  big  business  by  naturalists  like  Frank  Norris  and 
Theodore  Dreiser  —  created  a  climate  of  suspicion  ami  hostility' 
toward  American  business  leaders.  Business  chicane  was  held  up 
to  the  public  by  a  host  of  writers,  including  Lincoln  Steffens,  whose 
Shame  of  the  Cities  e.xposed  corrupt  politics  and  corporate  privi¬ 
lege  more  fullv  than  had  James  Bryce’s  American  Commonwealth; 
Custavus  Myers,  whose  Socialist  History  of  the  Great  American 
Fortunes  was  to  become  a  source  book  for  future  writers  of  robber 
baron  history;  Thorstein  Veblen,  who  began  in  the  Theory  of  the 
Leisure  Class  and  the  Theorij  of  Business  Enterprise  a  series  of 
attacks  on  predatory  busine.ssmen;  E.  A.  Ross,  whose  Sin  and  So- 
ciety  denounced  corporate  amorality;  and  Ida  Tarbell,  who  re¬ 
traced  Lloyd’s  steps  more  thoroughly  and  objectively  in  her  History 
of  the  Standard  Oil  Company. 

Two  eminent  .Xmerican  historians  whose  w'ork  reflected  the  Pro¬ 
gressive  ideology  were  Vernon  Louis  Farrington  and  Charles  A, 
Heard.  Both  made  zestful  u.se  of  the  idea  of  the  robber  barons. 
Farrington,  w'hose  Progressive  cast  of  mind  was  reinforced  by  a 
Jeffersonian  agrarian  bias  against  businessmen,  seems  to  ha\’e  ac¬ 
cepted  the  idea  with  little  reservation,  though  he  expressed  it  in 
maritime  metaphors.  When  in  the  last  volume  of  his  Main  Currents 
in  American  Thought  he  presents  his  “Figures  of  Earth,”  the  out¬ 
standing  personages  of  the  Gilded  Age,  he  discusses  “ruthless, 
predatory”  business  leaders,  “the  raw  materials  of  a  race  of  capital¬ 
istic  buccaneers.”  Within  the  space  of  three  more  sentences  he 


Desth'f,  “Wealth  against  Commonwealth,  1894  and  1944,”  American  Ilui- 
torical  Revictc,  Vol.  L  (Oct.,  1944),  pp.  49-69,  and  .Allan  Nevins,  Letter  to 
the  Editor,  American  Historical  Review,  V'ol.  L  (April,  1945),  pp.  676-689. 
Ralph  W.  Hidy  and  Muriel  E.  Hidy,  Pioneering  in  Big  Business,  1HS2-1911 
(New  York,  1955),  p.  644,  supports  Nevins’  judgment. 
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remarks  that  “Pirate  and  priest  issued  from  the  eommon  source. 

.  .  And  again  in  the  next  sentence,  “The  romantic  age  of 
Captain  Kidd  was  come  again.  .  .  Plainly  this  master  of  meta¬ 
phors  loved  to  take  his  figures  of  earth  to  sea  aboard  a  pirate  ship; 
and  it  is  perhaps  not  unfair  to  say  that  few  if  any  of  his  metaphors, 
either  in  his  description  of  the  Gilded  Age  or  in  his  artistic  narra¬ 
tive  of  the  Progressive  Era,  convey  other  than  a  predatory  image 
of  the  American  businessman.^ 

To  the  mind  of  Charles  Beard,  historical  patterns  were  not  so 
clear-cut.  His  analysis  of  post-Civil  War  business  leaders  in  The 
Rise  of  American  Civilization,  written  with  Mary  Beard,  empha¬ 
sized  the  historical  importance  of  the  businessman  in  successive 
civilizations  from  ancient  times  to  modern  America.  The  Beards 
not  only  pointed  out  the  creative  results  of  American  business  ex¬ 
pansion,  but  held  Ida  Tarbell  “partly  responsible  for  the  distorted 
view”  of  the  Standard  Oil  Company  to  be  found  “in  the  popular 
mind.”  Her  history  they  dismissed  as  “a  drama  with  heroes  and 
villains,  rather  than  a  cold  and  disinterested  summary  by  an  im¬ 
partial  student.”  And  yet,  for  all  their  interest  in  objectivity,  the 
Beards  made  extended  use  of  the  idea  of  the  robber  barons.  Phrases 
like  “barons  of  business,”  and  “the  new  capitalist  baronage”  run 
through  a  narrative  that  presents  a  generally  negative  analysis  of 
the  methods  and  motives  of  business  consolidation.  The  following 
passage  is  typical:  “If  the  barons  of  capitalism  did  not  themselves 
put  on  armor  and  vanquish  the  possessors  of  desirable  goods  in 
mortal  combat  .  .  .  they  did  sometimes  hire  strong-arm  men.  .  .  . 
Usually,  however,  they  employed  less  stereotyped  means  to  attain 
their  ends;  namely,  stock  manipulation,  injunctions,  intimidation, 
rate  cutting,  rebates,  secret  agreements,  and  similar  pacific  meas¬ 
ures.”  ** 

Why  did  Beard  and  Parrington  so  freely  employ  the  idea  of  the 
robber  barons?  The  answer  to  this  question,  to  the  extent  that  it 
can  be  provided,  would  seem  also  to  help  us  understand  the  mean¬ 
ing  and  uses  of  the  idea  for  Progressive  writers  in  general,  and  for 
the  many  later-day  historians  who  have  been  influenced  by  Beard 
and  Parrington.^  A  number  of  factors  must  be  considered. 

’Vernon  Louis  Parringtoii,  ^^ain  Currents  in  American  Tlwuf’ht  (New 
York,  1930  ed.),  Vol.  Ill,  pp.  10-12,  405-413. 

“  Charles  A.  Beard  and  Mary  R.  Beard,  The  Rise  of  American  Civilization 
(New  York,  1934  ed.),  Vol.  II,  pp.  166-210;  for  quoted  portions  see  pp.  187, 
201. 

*  Richard  Hofstadter  has  called  attention  to  the  Progressive  Ixuit  of  Beard 
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First,  it  seems  proper  to  place  both  Beard  and  Farrington  within 
the  general  category  of  Richard  Hofstadter’s  discontented  pro- 
fessoriat  of  the  Progressive  Era,  those  members  of  a  rising  academic 
profession  who  were  critical  of  American  business  civilization, 
resentful  of  being  controlled  by  boards  of  trustees  dominated  by 
conservative  businessmen,  and  troubled  bv  academic-freedom 
cases."’  Farrington  and  Beard  knew  from  personal  experience  how 
conservative  pressure  couM  affect  college  faculties.  In  1908  Far¬ 
rington  lost  his  position  as  professor  of  English  at  the  University 
of  Oklahoma  during  the  controversy  that  arose  when  President 
David  R.  Boyd  of  the  universitv  was  replaced  by  a  political  sup¬ 
porter  of  the  governor  of  the  state,  C.  N.  Haskell,  who  was  soon 
to  be  accused  of  improper  affiliations  with  the  Standard  Oil  Com¬ 
pany."  In  1917  Beard  resigned  from  Columbia  University  after 
he  became  convinced  that  conservative  trustees  were  trying  to  purge 
the  faculty  of  liberals  on  the  pretext  that  they  were  disloyal  Ameri¬ 
cans.  Max  Lerner  has  described  this  resignation  as  basically  “a 
protest  against  business  control  of  university  educational  policy.” 
Such  unpleasant  experiences  may  well  have  influenced  Farrington 
and  Beard  toward  a  readier  acceptance  of  what  Hofstadter  and 
WaltfT  Metzger  call  the  “potent  academic  stereotype”  of  “the  busi¬ 
nessman  as  a.  malefactor.”  *- 

and  Farrington  and  their  wide  appt*al  to  other  writers.  See  his  “Charles  Beard 
and  the  Constitution,”  in  Howard  K.  Beale,  ed.,  Charlca  A.  Beard:  An  Appraisal 
(Lexington,  Kentucky,  1954),  p.  88.  That  there  is  high  professional  regard  for 
Main  Currents  and  The  Rise  cf  American  Civilization  is  clearly  shown  in  John 
Walton  Caughey,  “Historians’  Choice:  Residts  of  a  Poll  on  Recently  Published 
American  History  and  Biography,”  Mississippi  Valley  Historical  Review,  V^ol. 
XXXIX  (Sept.,  i952),  p.  299. 

’“Richard  Hofstadter,  The  Age  of  Reform:  From  Bryan  to  F.  D.  R.  (New 
York,  1955),  pp.  154-155. 

"  Farrington  called  this  controyersy  a  “political  cyclone.”  Georce  Harxey 
Genzmer,  “Vernon  Louis  Farrington,”  Dictionary  of  American  Biography, 
V’ol.  XIV  (1934),  ed.  by  Dumas  Malone,  p.  253.  Along  with  President  Boyd, 
some  dozen  members  of  the  Oklahoma  faculty  were  fired.  The  controyersy 
arising  from  these  dismissals  and  the  accusations  of  improper  relationships 
with  Standard  Oil  that  led  in  the  fall  of  1908  to  Goyemor  Haskell’s  resigna¬ 
tion  as  treasurer  of  the  Democratic  National  Committee  can  be  followed  in  a 
series  of  unsigned  editorial  articles  in  The  Outlook,  Vol.  XC  (1908),  Sept.  5, 
pp.  1.5-17,  Oct.  3,  pp.  233,  235-2.37,  242-244,  249-251,  Oct.  17,  pp.  325-^326. 
It  might  also  be  noted  that  Farrington’s  good  friend  and  colleague  at  the 
Uniyersity  of  Washington,  j.  Allen  Smith,  was  fired  from  Marietta  College  for 
publishing  lif)eral  monetary-  views  and  supporting  William  Jennings  Bryan  in 
the  election  of  1896.  Richard  Hofstadter  and  Walter  P.  Metzger,  The  DeveU)p- 
ment  of  Academic  Freedom  in  the  United  States  (New  York.  19.55),  pp. 
42.3-124. 

’*  Investigations  by  the  tnistees  and  summary'  dismissals  of  faculty  members 
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Another  probable  influence  upon  Beard  and  Farrington  is  the 
Progressive  concept  of  reality.  The  Progressives,  according  to  Ilof- 
stadter,  conceived  of  realitv  as  something  akin  to  what  the  muck- 
rakers  revealed.  Basicallv  it  was  “rough  and  sordid  .  .  .  hidden, 
neglected,  and  .  .  .  off-stage  .  .  .  essentiallv  a  stream  of  external 
and  material  events.  .  .  .”  The  relation  of  the  robber  baron  idea 
to  this  kind  of  realitx'  is  obvious.  When  Beard  and  Farrington  wrote 
of  the  rough,  sordid,  hidden  and  off-stage  methods  bv  which  a  Jav 
Gould  manipulated  railroads,  they  could  sincerely  feel  that  they 
were  describing  the  basic  reality  of  business  in  Gould’s  time.  Far¬ 
rington  also  reflects  the  fascination  with  brute  strength  that  Alfred 
Kazin  has  emphasized  as  a  facet  of  the  Progressive  mind.  His 
business  leaders  of  the  seventies  were  vital,  “primitive  souls  .  .  . 
never  feeble  .  .  .  never  given  to  puling  or  whining,”  men  of  tlu> 
bold  buccaneer  or  robber  baron  breed. 

.\lso  pertinent  to  this  inejuiry  is  the  Marxian  economic  approach 
to  history  that  has  influenced  Beard  and  Farrington  and  other  Pro¬ 
gressive  writers,’'"’  and  indeed  the  entire  American  historical  profes¬ 
sion,  which  has  made  much  fruitful  use  of  economic  interpretation 
while  rejecting  other  aspects  of  Marxism.  The  idea  of  the  robber 
barons  fits  nicely  into  economic  interpretation:  the  very  imagery  of 
it  tends  to  exclude  noneconomic  analysis.  Moreover,  the  idea  af¬ 
fords  a  convenient  means  of  classifying  a  lot  of  individualistic  busi¬ 
nessmen,  plus  an  opportunity  for  interesting,  colorful  writing.  The 
business  buccaneers,  though  wicked,  were  “picturestpie  in  their 
rascality.”  Nor,  finally,  should  it  be  forgotten  that  at  the  time 
Main  Currents  and  The  Rise  of  American  Civilization  were  written 
historians  knew  relatively  little  about  post-Givil  War  business  ex¬ 
pansion,  aside  from  the  more  sensational  and  sordid  events.  The 

preceded  Beard’s  resignation.  See  Cliarles  A.  Beard,  “A  Statement.”  Tlir 
\ew  Republic,  V’ol.  XIII  (Dee.  29,  1917),  pp.  249-2.50.  Lemer’s  interpre¬ 
tation  can  be  found  in  his  Ideas  Arc  Weapons:  The  History  and  Uses  of  ideas 
( Xew  York,  19.39),  p.  1.5iS.  Additional  details  are  given  in  Ilofstadter  and 
Metzger,  Academic  Freedom,  pp.  501-502.  The  reference  to  the  academic 
stert'otvpe  of  tlie  businessman  is  on  page  420  of  this  work;  in  Chapter  IX.  “Aca¬ 
demic  Freedom  and  Big  Business,  ”  Ilofstadter  and  Metzger  show  how  the 
stereotype  developed  in  the  Populist  and  Progressive  Eras,  and  how  it  does  not 
always  fit  the  facts  of  academic-freedom  cases  prior  to  the  First  W  orld  W’ar. 

'“Ilofstadter,  “Charles  Beard  and  the  Constitution,”  p.  87. 

“  Alfred  Kazin,  On  Satire  Grounds:  An  Interpretation  of  Modern  American 
Prose  Literature  (New  York,  1942),  p.  93;  Barrington,  Main  Currents,  V’ol. 
Ill,  p.  12. 

Ilofstadter,  “Charles  Beard  and  the  Constitution,”  pp.  81-82. 

'*  Barrington,  Main  Currents,  V’ol.  Ill,  p.  12. 
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Boards,  in  fact,  carefully  pointed  out  that  the  methods  that  brought 
about  this  expansion  had  “never  been  subjected  to  scientific  analy¬ 
sis.” 

Readily  available  to  other  writers,  then,  in  the  history  of  Farring¬ 
ton  and  Beard,  the  idea  of  the  robber  barons  flourished  in  the 
debunking  twenties  and  took  on  fresh  vitality  in  the  thirties.  During 
the  Great  Depression,  businessmen  were  more  suspect  than  ever. 
Intellectuals  (juoted  the  Brookings  Institution  on  America’s  wasted 
capacity  to  produce,  Keynes  on  the  “secular  stagnation”  of  capital¬ 
ism,  and  Berle  and  Means  on  the  future  dangers  of  corporate 
growth.  Businessmen  were  blamed  for  America’s  entry'  into  the 
First  World  War,  and  also,  after  a  brief  NBA  honeymoon,  for  the 
continuing  depression.  Some  former  Progressives,  and  young  intel¬ 
lectuals  who  might  once  have  been  Progressive,  embraced  Commu¬ 
nism.'^ 

The  nation  was  in  a  mood  receptive  to  a  number  of  new  books 
that  canbodied  the  idea  of  the  robber  barons,  such  as  Lewis  Corey’s 
The  House  of  Morgan,  Frederick  Lewis  Allen’s  The  Lords  of  Crea¬ 
tion,  and  Josephson’s  The  Robber  Barons.  Josephson,  who  dedi¬ 
cated  his  book  to  Charles  and  Mar\'  Beard,  traveled  further  down 
the  road  of  Marxian  determinism  than  the  Beards  had  gone.  His 
barons,  though  touched  with  an  aura  of  glamor,  were  essentially 
grim,  amoral  figures,  furthering  the  Marxian  process  of  expropria¬ 
tion  and  consolidation  of  property.  Their  activities  were  making 
the  masses  of  workers  dissatisfied  with  the  old  business  system 
and  “the  fearful  sabotage  practiced  by  capital  upon  the  energy 
and  intelligence  of  human  society.”  In  the  stricken  nation  of  the 
thirties,  epitomized  in  John  Dos  Passos’  U.  S.  A.,  Josephson’s  book 
read  convincingly  enough.  Perhaps  more  than  any  other  single 
volume  it  ser\ed  to  disseminate  the  phrase,  “the  robber  barons,” 
through  American  historical  writing.  It  was,  in  a  sense,  the  cul¬ 
mination  of  the  idea  expressed  in  its  title. 

Now  let  us  consider  some  views  of  American  business  leaders 
that,  taken  all  together,  might  be  termed  the  revisionist  approach 
to  the  idea  of  the  robber  barons.  Edward  C.  Kirkland  has  called 
attention  to  Charles  Francis  Adams,  Jr.,  E.  L.  Godkin,  and  .\ndrew 

”  C.  A.  and  Mar\  Beard,  The  Rise  of  American  Civilizatum,  Vol.  II,  p.  198. 

D.  H.  Kaplan,  Big  Enterprise  in  a  Competitive  System  (Washington, 
D.  C.,  1954),  pp.  27-29;  Eric  F.  Goldman,  Rendezvous  with  Destiny  (New 
York,  1953),  pp.  353-367;  Aaron,  Men  of  Good  Hope,  pp.  29.5-297. 

'*  Matthew  Josephson,  The  Robber  Barons:  The  Great  American  Capitalists 
]Hfil-19()l  (New  York,  1934).  The  quoted  portion  is  from  p.  4.53. 
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Carnegie  as  conservatives  of  the  Gilded  Age  vvliose  “conclusions 
that  the  business  order  of  their  day  was  not  all  evil,  loss,  and 
hypocrisy  should  contribute  to  a  more  balanced  judgment  of  the 
era.” Adams  considered  the  robber  baron  metaphor,  as  applied 
by  the  Grangers  to  railroad  corporations,  “a  grotescpie  absurdity.” 
However  it  should  be  noted  that  in  1869,  the  year  he  wrote  “Chap¬ 
ters  of  Erie,”  Adams  remarked  in  a  private  letter  that  Daniel  Drew, 
Cornelius  Vanderbilt  and  Jay  Gould  made  “the  old  robber  barons” 
appear  like  “children  in  the  art  of  thieving.  .  .  --  Actually  Adams 

seems  to  have  entertained  toward  the  American  business  world 
ambivalent  attitudes  that  reflect  his  personal  aspirations  and  ex¬ 
periences  as  railroad  reformer,  railroad  president,  and  victim  of 
Jay  Gould. 

If  Adams  did  not  wholly  accept  the  idea  of  the  robber  barons, 
neither  did  a  major  American  historian,  Frederick  Jackson  Turner. 
Turner  was  certainly  no  apologist  for  industrial  wrongdoing,  yet 
his  complex  approach  to  the  past  led  him  to  see  aspects  of  American 
industrial  expansion  that  did  not  fit  into  the  robber  baron  mold. 
In  an  essay  first  published  in  1926  he  distinguished  Western  builders 
of  new  industry  from  Eastern  speculative  investors  in  old  enter¬ 
prises,  and  characterized  John  D.  Rockefeller,  Cyrus  McCormick, 
J.  O.  Armour,  and  Jay  Cooke,  among  others,  as  creative  sons  of 
Middle  Western  pioneers.-^  Earlier,  at  a  time  when  trust-busting 
ideas  were  in  the  air,  he  had  stressed  the  complexities  involved  in 
historical  analysis  of  the  two  decades  of  industrial  expansion  from 
1890  to  1910.  The  occasion  was  his  presidential  address  of  1910 
to  the  American  Historical  Association.  He  noted  that  the  two 
decades  in  question  were  “peculiarly  the  era  when  competitive 

”  Kirkland,  Business  in  the  Gilded  Age,  p.  .59. 

**  Adams,  Railroads,  pp.  128-129;  Kirkland,  Bus-incss  in  the  Gilded  Age, 

p.  12. 

Joseph 'Dorfman,  The  Economic  Mind  in  American  Civilization,  Vol.  Ill, 
1865-1918  (New  York,  1949),  p.  2.3. 

“  In  his  autobiography,  Adams  set  forth  his  often  quoted  view  of  American 
big  businessmen,  as  “mere  money-getters  .  .  .  essentially  unattractive  and 
uninteresting,”  but  also  confessed  that  as  his  life’s  achievement  he  “would  like 
to  have  accumulated  —  and  ample  and  frequent  opportunity  for  so  doing 
was  offered  me  —  one  of  those  vast  fortunes  of  the  present  day,  rising  up 
into  the  tens  and  scores  of  millions  .  .  .”  so  that  he  could  have  donated  a 
fortune  to  Harvard.  Charles  Francis  Adams  1835-1915:  An  Autobiography 
(Boston,  1916),  pp.  190,  210. 

“  Frederick  Jackson  Turner,  The  Significance  of  Sections  in  American  His¬ 
tory  (New  York,  1932),  pp.  262-264.  Compare  the  strong  emphasis  on  the 
creative  achievement  of  post-Civil  War  industrial  capitalists  in  Louis  M. 
Hacker,  The  Triumph  of  American  Capitalism  (New  York.  1940),  pp.  427-435. 
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individualism”  in  America  changed  into  monopoly,  hut  cjuoted 
E.  H.  Harriman  to  the  effect  that  industrial  combination  and  ex¬ 
pansion  were  in  keeping  with  the  speculative  pioneer  spirit  that 
had  developed  the  nation.  He  then  pointed  out  that  American  ideals 
and  moral  standards  were  changing.  The  squatter  ideal  of  “indi¬ 
vidual  freedom  to  compete  unrestrictedly  for  the  resources  of  a 
continent”  was  yielding  to  an  increasing  use  of  government  in  order 
that  .Americans  might  preserve  another  ideal  —  democracy.  Viola¬ 
tions  of  land  laws  that  were  formerly  condoned  by  the  public  and 
defended  in  Congress  now  resulted  in  jail  sentences.  “That  our 
great  industrial  enterprises  developed  in  the  midst  of  these  changing 
ideals,”  Turner  concluded,  “is  important  to  recall  when  we  write 
the  history  of  their  activity.” 

In  this  same  address  Turner  reminded  his  fellow  historians  that 
among  the  “complex  of  forces”  molding  the  past  were  individual 
leaders,  who  were  shaped  by  their  own  creative  genius  and  by  the 
psychology,  moral  tendencies,  and  ideals  of  their  time  and  place.-'* 
His  words,  which  thirty-nine  years  later  would  be  echoed  by  his¬ 
torians  seeking  greater  understanding  of  American  business  leaders,-^ 
might  well  serve  as  a  general  criterion  for  biographical  writing,  and 
biographers  who  have  studied  American  businessmen  in  this  spirit 
have  produced  works  that  seriously  challenge  the  idea  of  the  robber 
barons.  A  number  of  nonrobber  baron  biographies  appeared  in 
the  antibusiness  thirties,  contrasting  markedly  with  the  general 
tenor  of  popular  thought.  Among  these  were  works  by  John  T. 
Flynn,  Burton  J.  Hendrick,  William  T.  Hutchinson,  Allan  Nevins, 
and  Henrietta  M.  Larson.*^**  All  wrote  with  varying  degrees  of 
svmpathy,  and  re-created  business  leaders  too  multisided  to  be 
dismissed  simply  as  predatory  money  seekers.  In  each  business 

Frederick  Jackson  Turner,  The  Frontier  in  American  History  ( New 
York,  1920),  pp.  317-;321,  328. 

^  Ibid.,  p.  322. 

There  is  a  striking  similarity  In'tween  the  approach  to  the  past  advocated 
here  by  Turner  and  the  modem  rnetluxls  for  understanding  business  leaders 
tliat  are  set  fortli,  much  more  fully,  of  course,  and  in  more  technical  language, 
in  Change  and  the  Entrepreni’ur:  Postulates  and  Patterns  for  Entrepreneurial 
History  1  Research  Center  in  Entrepreneurial  History,  Ilarsard  University], 
(Cambridge,  Massachusetts,  1949),  pp.  108-175. 

*john  T.  Flvnn,  God’s  Gold:  Tlie  Story  of  Rockefeller  and  His  Times 
(New  York,  1932);  Burton  J.  Hendrick,  The  Life  of  Andrew  Carnegie  (Garden 
Citv,  New  York,  1932),  2  vols.;  William  T.  Hutchinson,  Cyrus  Hall  McCormick: 
Harvest,  1856-1H84  (New  York,  1935);  Allan  Nevins,  Abram  S.  Hewitt: 
With  Some  Account  of  Peter  Cooper  (New  York,  1935);  Henrietta  M.  Larson, 
fay  Cooke:  Private  Banker  (Cambridge,  Mass.,  1936). 
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career  examined,  negative  and  positive  means  and  ends  seemed 
inseparably  bound  together.  With  this  duality  in  mind,  N.  S.  H. 
Gras  in  his  introduction  to  Larson’s  Jay  Cooke  declared  that  busi¬ 
nessmen  are  generally  “above  the  average  in  creative  work  ’  and 
complained  that  a  “recent  national  pastime”  had  been  to  judge 
them  without  studying  them.-'-* 

The  dual  nature  of  business  careers  was  one  of  sexeral  theses 
advanced  in  Allan  Nevins’  John  D.  Rockefeller,  which  appeared  in 
1940.  Nevins  as  early  as  1927  had  published  a  balanced  account 
of  post-Civil  War  business,  and  in  1934  had  demurred  at  Joseph- 
son’s  sweeping  use  of  the  robber  baron  metaphor.-*'*  In  the  Rocke¬ 
feller  biography,  he  followed  the  English  economist  Alfred  Marshall 
in  ascribing  the  Standard  Oil  trust  to  “a  combination  of  exceptional 
constructive  ability  and  astute  destructive  strategy.”  He  held  that 
Rockefeller  and  his  associates  had  often  used  methods  that  were 
morally  wrong  as  well  as  unlawful,  but  like  Charles  R.  Van  His<‘ 
he  argued  that  the  kind  of  monopoly  control  they  effected  was  a 
natural  and  even  inevitable  response  to  the  cutthroat  competition 
of  the  times,  in  Europe  as  well  as  in  the  United  States.  Like  Turner, 
he  stressed  the  changing  business  ethics  of  Rockefeller’s  era.  And 
like  Joseph  .'Schumpeter  he  drew  attention  to  the  complexity  of  the 
motives  of  entrepreneurs.  The  chief  motive  of  leaders  like  Rocke¬ 
feller,  Nevins  asserted,  was  not  greed  but  “competitive  achieve¬ 
ment,  self-expression,  and  the  imposition  of  their  wills  on  a  given 
environment.”  Schumpeter  had  distinguished  entrepreneurial  ac¬ 
tivities  in  which  financial  gain  was  secondary,  and  “economic  action 
becomes  akin  to  sport.”  Nevins  wrote;  “In  business  .  .  .  Americans 
of  the  nineteenth  century'  found  the  Great  Game.”  This  analysis 
contrasts  somewhat  with  that  of  Werner  Sombart,  who  conceded 
that  entrepreneurs  have  nonacquisitive  motives,  but  argued  that 
since  profit  is  the  measure  of  capitalistic  succe'ss  all  other  motives 
in  capitalistic  enterprise  become  “subordinate  to  profit  making.” 

“  Larson,  Jatj  Cooke,  p.  xiv. 

^Thc  Emergence  of  Modern  America  IHfiS-lHTH  (Now  York,  1927). 
pp.  42,  397-400;  review  of  The  Rohher  Barons  in  The  Satnrday  Review  of 
Literature,  Vol.  X  (March  3,  1934),  p.  .522.  But  in  Grover  Ch'veland:  A 
Study  in  Courage  (New  York,  1933),  p.  607,  Nevins  in  siunniari/.ing  the  social 
unrest  of  the  nineties  mentioned  only  the  sordid  side  of  the  Standard  Oil 
record  and  favorahlv  descrilx'd  Lloyd’s  Wealtfi  against  Commcmwealtli  as  a 
“searching  exposure”  and  the  parent  of  later  muckraking  literature. 

"*  Allan  Nevins,  John  D.  Rockefeller:  The  Heroic  Age  of  American  Enter¬ 
prise  (New  York,  1940),  Vol.  I,  pp.  60.3-622,  Vol.  II,  pp.  707-714;  Charles  K. 
Van  Hise,  Concentration  and  Control:  A  Solution  of  the  Trust  Problem  in  the 
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When  Nevins  in  1953  published  a  second  biography  of  Rocke- 
h'ller,  he  adhered  essentially  to  his  earlier  interpretation,  but  ad- 
\anced  a  more  elaborate  hypothesis  of  business  leadership  after 
the  Civil  War.  The  constructive  aspects  of  this  leadership  were  in 
the  long  run,  he  declared,  more  important  than  the  destructive. 
American  historians  should  follow  the  English  e.xample  and  correct 
their  national  industrial  history  —  too  long  based  mainly  on  legis¬ 
lative  investigations  of  business  chicane  —  to  show  the  constructive 
side.  .Xmerica’s  industrial  revolution  had  “cost  less  than  Germany’s, 
much  less  than  England’s,  and  infinitely  less  than  Russia’s.”  Further, 
and  most  important,  the  rapid  expansion  of  American  industry  after 
the  Civil  War  had  come  just  in  time  to  insure  victory  for  “the  free 
world  ”  in  the  two  World  Wars.  But  had  better  ways  been  avail¬ 
able  for  building  national  industrial  strength?  Xevins  did  not 
iiKjuire.  flis  broad  hypothesis,  which  of  course  did  not  escape 
challenge,  probably  represents  the  culmination  to  date  of  the  re¬ 
visionist  approach  to  the  idea  of  the  robber  barons.'*- 

Yet  business  History  of  all  types,  biographical  and  otherwise, 
offers  numerous  other  studies  of  a  nonrobber  baron  nature,  some 
of  them  fpiite  recent.  James  Rlaine  Hedges,  Richard  C.  Overton, 
Edward  C.  Kirkland,  and  Tliomas  C.  Cochran,  among  others,  have 
emphasized  the  constructive  work  of  certain  railroad  leaders  of 
the  (hided  Age.‘^  Fritz  Redlich  has  redefined  Schumpeter’s  “entre¬ 
preneur”  as  “creative  entrepreneur”  and  analyzed  the  creative 
achievement  of  American  business  leaders  in  banking  and  the  iron 
and  steel  industry.'’^  Ralph  and  Muriel  Ilidy,  resttulying  the  rise 

I'nitcd  States  (New  York,  1912);  Josepli  A.  Sehiunpetcr,  The  Theory  of 
Economic  Development,  trans.  Hedvers  Opie  ( C’arn bridge.  Mass.,  1934), 
p.  93;  W'erner  Soinbart,  “('apitalisni,”  Encyclopedia  of  the  Social  Sciences, 
ed.  bv  Edwin  R.  A.  Seliginan  and  Alvin  |()hnson,  Vol.  Ill  ( 1930),  p.  2(K). 

“Allan  Nevins,  Study  in  Poteer:  John  D.  Rockefeller  (New  York,  1953), 
\’ol.  I,  p.  viii,  V'^ol.  II,  pp.  426-436.  See  also  Allan  Nevins,  “New  Lamps  for 
Old  in  Historv’,”  The  American  Archivist,  Vol.  X\'II  ( jan.,  1954).  pp.  3-12. 
josephson  opposes  this  hypothesis  in  Nevins  and  josephson,  “Shoidd  .\inerican 
Ilistory  be  Rewritten?”,  pp.  9-10,  44  46. 

““James  Blaine  Hedges,  Henry  Villard  and  the  Raiheays  of  the  \orthtccst 
(New  Haven,  1930);  Richard  C.  Overton,  Rurlinpfon  West:  A  Colonization 
Ilistory  of  the  Rurlinuton  Railroiul  (('ambridge.  Mass.,  1941);  Edward  Cdiase 
Kirkland,  Men,  Cities  and  Transportation:  A  Study  in  New  England  Ilistory 
IS2(J-19(X),  2  vols.  (Oimbridge,  Mass.,  1948);  Thomas  C.  Cochran,  Railroad 
Leaders  IS ili-lHOO:  The  Rusiness  Mirul  in  Action  (Cambridge,  Mass.,  19.53). 

Fritz  Redlich,  History  of  American  Rusiness  Leaders:  A  Series  of  Studies, 
Vol.  I,  Theory,  Iron  atui  Steel,  Iron  Ore  Mining  (Ann  Arbor,  Michigan,  1940), 
Vol.  II,  The  Molding  of  American  Banking:  Men  and  Ideas,  Part  I,  1781-1840 
(New  York,  1947),  Part  H,  1840-1910  (New  York.  1951). 
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of  the  Standard  Oil  monopoly,  have  portrayed  Rockefeller  as  only 
one  member  of  a  business  team  that  mistakenly  tried  to  apply 
previously  learned  small  business  mores  to  giant  industry,  and 
responded  somewhat  involuntarily  to  the  “prods  and  pressures” 
of  a  changing  political  and  legal  climate.^’’  Other  writers  have 
produced  biographies  of  secondary  business  leaders  who  were  not 
robber  barons,-***  while  statistical  studies  have  thrown  new  light  on 
the  American  business  elite.^^ 

The  American  business  mind  is  a  fruitful  field  of  present-day 
investigation  for  entrepreneurial  historians  who  utilize  the  concepts 
of  social  role,  social  sanctions,  and  cultural  codes  of  conduct.  Not¬ 
ably,  Thomas  Cochran  has  demonstrated  that  Social  Darwinism 
and,  the  Gospel  of  Wealth  are,  though  certainly  important,  not  the 
whole  story  of  the  business  mind,  and  that  certain  American  rail¬ 
road  leaders  of  the  period  1845-1890  could  be  influenced  cpiite  as 
often  by  their  view  of  their  proper  social  role  in  a  given  situation 
as  by  predatory  motives.^** 

Thus,  although  historians  like  Josephson  and  Destler  continue 
vigorously  to  defend  the  idea  of  the  robber  barons,'***  the  current 
trend  in  American  historiography  is  away  from  this  concept.  Mi¬ 
chael  Kraus  has  written  that  the  idea  is  fading,  the  1954  rejmrt  of 
the  Committee  on  Historiography  of  the  Social  Science  Research 
Council  views  it  skeptically,  Thomas  Cochran  calls  it  legend.^**  .\11 
this  may  be  in  part  a  manifestation  of  present-day  conservatism, 

Hid\'  and  Hidy,  PUftwering  in  Big  Business,  pp.  xxviii,  :3-8,  201-232, 
715-717. 

*  For  example,  Hal  Bridges,  Iron  Millionaire:  Life  of  Charlemagne  Tower 
(Philadelphia,  1952);  Philip  Dorf,  The  Builder:  A  Biography  of  Ezra  Cornell 
(New  York,  1952). 

For  example,  Francis  \\\  Gregorx’  and  Irene  D.  Neu,  “The  American 
Industrial  Elite  in  the  1870’s:  Their  Social  Origins,”  in  William  .Miller,  ed.. 
Men  in  Business:  Essays  in  the  History  of  Entreftrcneurship  (Cambridge, 
Mass.,  1952),  pp.  19.3-211.  See  also  Sidney  Ratner,  ed..  New  Light  on  the 
History  of  Great  American  Fortunes:  American  Millionaires  of  JS.92  and  1902 
(New  York,  1953),  in  which  Ratner  in  his  introduction  criticizes  various 
statistical  studies  of  American  business  leaders. 

“Cochran,  Railroad  Leaders,  pp.  1-16,  92-93,  172,  182-183,  200-228. 
For  another  interesting  approach  to  the  business  mind  of  the  Cilded  Age  see 
Edward  C.  Kirkland,  “Divide  and  Ruin,”  Mississippi  Valley  Historical  Review, 
Vol.  XLIII  (June,  1956),  pp.  3-17.  See  also,  by  Kirkland,  Dream  and  Thought 
in  the  Business  Community,  1H60-19(X)  (Ithaca,  N.  Y.,  1956). 

“  Josephson,  “Should  American  History  Be  Rewritten?”,  pp.  9-10,  44-46; 
Destler,  “Entrepreneurial  Leadership,”  pp.  28,  38,  and  “The  Opposition  of 
American  Businessmen  to  Social  Control  During  the  ‘Cilded  Age,’  ”  The 
Mississippi  Valley  Hisiorical  Review,  Vol.  XXXIX  (March,  1953),  pp.  641-672. 

"Michael  Kraus,  The  Writing  of  American  History  (Norman,  Okla.,  1953), 
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but  this  writer  regards  it  primarily  as  the  logical  reaction  of  his¬ 
torians  to  the  cumulative  evidence  contained  in  the  studies  that 
have  been  designated  here  as  the  revisionist  approach  to  the  idea 
of  the  robber  barons.  Of  course  the  revisionist  views  are  not  flaw¬ 
less.  As  a  summary  criticjuc  of  them  it  can  be  said  that  the  natural¬ 
ness  or  inevitability  of  monopoly  at  any  time  in  the  United  States 
is  a  moot  (piestion;  that  both  Turner  and  Nevins  have  been  ac- 
cusc'd  of  ignoring  important  aspects  of  the  American  economy; 
that  all  biographers  are  open  to  the  charge  of  being  too  sympathetic 
toward  their  subjects;  and  that  the  company  rc'cords  with  which 
business  historians  work  make  it  difficult  for  them  to  avoid  a  board- 
of-directors  bias.  Yet  when  all  discounts  have  been  made  for  pos¬ 
sible  error,  there  does  seem  to  be  enough  truth  left  in  the  revisionist 
views  to  reveal  the  inadecpiacy  of  the  idea  of  the  robber  barons. 
In  an  emotional,  romanticized  way,  this  concept  sums  up  the  business 
activities  of  Jay  Gould  and  his  kind  and  expresses  the  predatorv 
side  of  the  careers  of  manv  other  business  leaders  of  the  post-Civil 
War  era.  But  it  grants  insufficient  recognition  to  the  creative 
aspects  of  such  careers  or  to  business  leaders  of  habitually  high 
moral  standards.  It  tends  to  deny  to  business  leaders  through 
thirty-five  years  of  .\merican  life  that  basic  capacity  for  doing  good 
as  well  as  evil  which  historians  freely  concede  to  other  members 
of  the  human  race.  Born  apparently  of  a  desire  for  denunciation 
rather  than  objective  analysis,  the  idea  of  the  robber  barons  seems 
destined  to  fall  into  increasing  disuse,  as  historians  seek  to  apply 
ever  more  precise  thinking  to  the  complex  American  past. 

p.  337;  The  Social  Scietues  in  Historical  Study:  A  Report  of  the  Committee 
on  Historiography  Bulletin  64  (New  York,  1954),  p.  154;  Thomas  C.  Cochran, 
“The  Legend  of  the  Robber  Barons,”  The  Pennsylvania  Magazine  of  History 
and  Biography,  Vol.  LXXIV^  1950),  pp.  307-321. 

*'  Vigorous  arguments  against  the  inevitability  of  monopoly  are  presented 
in  Walter  Arlams  and  Horace  M.  Gray,  Momyndy  in  America:  The  Girvern- 
ment  as  Promoter  (New  York,  1955). 

“  On  Turner  see  for  example  Louis  M.  Hacker,  “Sections  —  Or  Classes?” 
The  Nation,  Vol.  CXXXVH  (July  26,  1933),  pp.  108-110.  On  Nevins  see 
for  example  Lewis  Galantiere,  “John  D.;  An  Academy  Portrait,”  The  New 
Rejmhlic,  Vol.  CHI  (Dec.  9,  1940),  pp.  795-797. 
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I’HOKESSOH  OK  ECONOMK,S 
AT  BOSTON  COLLEGE 

The  Story  of  the  Alberti  Company 
of  Florence,  1302  - 1348, 
as  Revealed  in  Its  Account  Books 

t:  This  study  is  an  attempt  to  reconstruct  the  history  of  a  medieval  com¬ 
pany  on  the  basis  of  the  extant  fragments  of  its  account  books,  the  only 
surviving  records.  Despite  the  incompleteness  of  the  data,  it  was  possible 
to  reach  important  conclusions  atul  to  show  that  the  continued  existence 
of  a  medieval  firm  depended  on  the  same  factors  as  today:  coordination, 
efficient  management,  ami  effective  control.  The  reands  also  shed  inter¬ 
esting  light  on  personnel  relations,  adjustment  to  tww  trends,  and  the  atti¬ 
tude  of  the  merchants  toward  the  Church. 

I 

In  the  past  twenty  years,  Professor  Armando  Sapori,  the  dis¬ 
tinguished  .Italian  economic  historian,  has  published  the  account 
books  of  the  Peruzzi,'  the  Gianfigliazzi,-  and  the  Frescobaldi.'*  To 
this  series,  he  has  recently  added  the  extant  fragments  of  the  ac¬ 
count  books  of  another  Florentine  merchant  family:  the  Alberti  del 
Giudice.'*  There  remain  to  be  published  the  Uhri  segreti,  or  secret 
account  books,  of  the  Medici  bank,  which  were  discovered  in  1950 
in  a  mislabeled  bundle  and  which  extend  without  interruption 
from  1397  through  1450.®  Tlie  Medici  account  books  of  the  Self¬ 
ridge  collection  at  the  Harvard  Graduate  School  of  Business  Ad- 

M  libri  di  commercio  dei  Peruzzi,  Armando  Sapori,  ed.  (Milan:  Fratclli 
Treves,  1934),  in-4°,  pp.  Ixxxii  -f-  .577  and  two  genealogical  charts. 

*  I  libri  della  ragione  bancaria  dei  Gianfigliazzi,  Armando  Sapori,  ed. 
(Milan:  Garzanti,  1943),  in-4'’,  pp.  Iviii  -f-  127  and  two  genealogical  tables. 

®  Armando  Sapori,  La  compagnia  dei  Frescobaldi  in  Inghilterra  (Florence: 
Leo  S.  Olschki,  1947),  pp.  174. 

*  /  libri  degli  Alberti  del  Giudice,  Armando  Sapori,  ed.,  with  an  Introduc¬ 
tion  by  the  editor  and  a  Preface  by  Luigi  Einaudi  (Milan:  Garzanti,  1952), 
in-4°,  pp.  xcii  -|-  .368,  with  one  gcmealogical  table  and  one  map.  (Henceforth 
referred  to  as  Alberti.)  The  Intnxluction  was  republished  recently  in  Armando 
Sapori,  Studi  di  storia  ecommica,  Secoli  XIII-XIV-XV  (3rd  ed.;  Florence, 
1955),  pp.  975-1,012.  (Henceforth  referred  to  as  Studi.) 

®  This  discovery  was  announced  in  an  article  bv  Raymond  de  Roover,  “I 
libri  segreti  del  Banco  dei  Medici,”  Archivio  storico  italiam>,  GVTI  (1949), 


THK  AlHElVn  C;OMPANY  OF  FLOHENCE 


15 


ministration  do  not  belong  to  the  historic  or  roling  Medici,  but  to 
another  and  elder  branch  of  the  same  family  which,  in  the  eight¬ 
eenth  century,  took  the  name  of  Medici-Tornaquinci  and  is  still 
represented  today  by  male  descendants.” 

The  Alberti  del  Giudice,  one  of  the  major  Florentine  families  of 
the  fourteenth  and  fifteenth  centuries,  became  extinct  in  1836,  but 
the  old  family  palace  still  stands  today  at  the  comer  of  the  Borgo 
Santa  Croce  and  the  Via  dei  Benci.  Its  tower,  as  much  a  sign  of 
pride  as  a  means  of  defense,  is  reproduced  in  a  beautiful  etching 
by  Pietro  Annigoni  which  adds  artistic  charm  to  Sapori’s  scholarly 
publication.  The  lines  of  the  palace  are  simple  and  severe,  and  the 
only  ornament,  placed  prominently  half  way  up  the  tower,  is  the 
family  coat  of  amis:  azure,  an  annulet  linking  four  chains  in  saltire 
all  argent.  The  ring  and  the  chains  fittingly  symbolize  the  strong 
feeling  of  solidarity  and  singularity  of  purpose  which,  in  the  four¬ 
teenth  century  at  least,  bound  together  the  members  of  the  Alberti 
family.  Their  cohesion  saved  them  from  impending  doom  when, 
during  the  period  from  1312  to  1315,  the  family  business  was  threat¬ 
ened  with  bankruptcy.  The  recovery  was  slow  and  painful,  but  it 
put  the  Alberti  finn  on  such  a  solid  foundation  that  it  became  the 
most  powerful  banking  house  in  western  Europe.  The  decline  came 
only  after  1400  when  its  leading  position  was  challenged  by  the 
rising  star  of  the  Medici  bank. 

The  records  edited  by  Professor  Sapori  deal  with  the  crucial 
period  during  which  the  .\lberti  Company  was  in  the  ascent,  but 
had  not  yet  reached  the  dominant  position  which  one  of  its  offshoots, 
the  Alberti  antiehi,  attained  between  1365  and  1400.  Unfortunately, 
no  business  records  pertaining  to  this  later  period  have  apparently 
survived.  Since  the  Alberti  antichi  were  papal  bankers,  they  are 
frequently  mentioned,  it  is  true,  in  the  records  of  the  Camera  apos- 
tolica,  or  papal  treasury,  but  these  references,  although  numerous, 
are  limited  to  their  management  of  papal  funds  and  do  not  give  a 
sati.sfactorv  picture  of  their  multifarious  other  activities. 

The  Alberti  belonged  to  the  nobility  and  traced  descent  from  the 
lords  of  Catenaia,  a  region  in  the  Apennines  near  Arezzo.'^  They 

pp.  236-240.  .Although  the  volume  is  dated  1949,  the  second  number  did  not 
appear  uritil  the  spring  of  1950.  The  date  of  the  discovery  given  above  is 
therefore  correct. 

"  Gertnide  11.  B.  Richards,  Florentine  Merchants  in  the  Ape  of  the  Medici 
(Cambridge,  Mass.,  1932),  pp.  x  -f  342  with  one  genealogical  table. 

’  Their  anns,  therefore,  are  canting  arms  or  arrries  parlantes,  since  catena 
means  “chain”  in  Italian.  Originallv  the  familv  name  was  probably  da  Catenaia. 
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settled  in  Florence  early  in  the  thirteenth  century  and  probably 
added  “del  Giudice”  to  their  name  because  the  head  of  the  family 
was  at  one  time  a  prominent  judge  or  notary.  Having  sided  with 
the  Guelph  party,  the  Alberti  were  exiled  after  the  defeat  of  Monta- 
perti  (1260)  and  did  not  return  to  Florence  until  1267  when  the 
Ghibelline  faction  was  driven  out  by  an  Angevin  host.”  Although 
listed  as  magnati,  or  magnates,  the  Alberti  forsook  allegiance  to 
their  class  and  joined  the  popolani,  or  democrats,  in  order  to 
qualify  for  public  office  in  accordance  with  the  new  constitution 
of  1293.”  Wisely,  however,  they  refused  to  be  drawn  into  the  turbid 
whirlpool  of  Florentine  politics  and  played  no  conspicuous  role 
until  the  tumult  of  the  Ciompi,  or  the  revolt  of  the  woolen  workers 
and  the  lesser  gilds  in  1378.  Benedetto  di  Nerozzo  d’Alberto  di 
Jacopo  degli  Alberti  (died  1388)  was  one  of  the  few  merchants  who 
reluctantly  accepted  office  in  the  new  government.  This  was  a 
mistake,  and  Benedetto  made  it  worse  by  supporting  a  deflationary 
measure  designed  to  stem  the  continuous  depreciation  of  the  petty 
silver  currency,  or  moneta  di  piccioli}^  Since  wages  were  paid  in 
piccioli,  this  measure  was  against  the  interests  of  the  major  gilds, 
especially  the  lanaiuoli,  or  wool  manufacturers. “  When  the  oli¬ 
garchy  returned  to  power  in  1382,  its  leader,  Maso  degli  Albizzi  did 
not  pardon  Benedetto  degli  Alberti  for  cooperating  with  the  “demo¬ 
cratic”  government,  but  bided  his  time  until  he  was  firmly  in  the 
saddle.  Only  in  1387  did  he  seize  upon  an  occasion  to  send  his  foe 
and  several  other  Alberti  into  exile,  ironically  under  the  accusation 
that  they  were  magnates  menacing  the  stability  of  democratic  in¬ 
stitutions.’ ^ 

*  Alhcrti,  p.  xxi  and  Studi,  pp.  975-976. 

*  However,  they  are  not  on  the  list  of  70  families  of  magnates  published  by 
Gaetano  Salvemini,  Magnati  e  popolani  in  Firenze  dal  1280  al  1295  (Florence, 
1899),  pp.  376-377.  Cf.  Ferdinand  Schevill,  History  of  Florence  from  the 
Founding  of  the  City  through  the  Renaissance  (New  York,  1936),  p.  159. 

'*  Niccolo  Rodolico,  La  dcmocrazia  fxorentina  nel  suo  tramonto,  1378-1382 
(Bologna,  1905),  pp.  257-265. 

“  In  other  words,  the  master-manufacturers,  by  means  of  currency  deprecia¬ 
tion,  managed  to  reduce  real  wages  without  touching  nominal  wages.  See  the 
famous  passage  in  Giovanni  Villani’s  Cronica,  Bk.  xii.  Chap.  97.  The  practice 
of  paying  workers  in  deba.sed  coin  is  condemned  as  fraudulent  by  san  Antonino 
(1389>^1459),  archbishop  of  Florence,  Summa  theologica.  Part  III,  title  8, 
cap.  4,  §  4. 

Schevill,  op.  cit.,  p.  339.  The  wrath  of  Maso  degli  Albizzi  did  not  abate, 
and  he  issued  harsher  and  harsher  decrees  against  the  Alberti,  namelv  in  1393, 
in  1396,  and  in  1401.  Finally  he  put  a  prize  on  the  heads  of  several  Alberti,  one 
was  beheaded  for  returning  secretly  to  Florence.  Alberti,  p.  xxii.  A  detailed 
account  of  the  decrees  of  banishment  will  be  found  in  Girolamo  Mancini’s 
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This  was  a  severe  blow,  but  it  did  not  crush  the  spirit  of  the  Al¬ 
berti  or  cause  their  ruin.  Some  of  their  property  in  Florence  was 
confiscated,  but  their  bank  had  branches  abroad  which  were  be¬ 
yond  Albizzi’s  reach  and  continued  to  operate  without  hindrance. 
For  forty  years,  no  male  descendant  of  the  Alberti  family  above 
sixteen  years  of  age  was  allowed  to  reside  in  Florence.  This  law 
was  not  repealed  until  1428  and  the  confiscated  property  was  not 
restored  until  1434,  after  Cosimo  de’Medici  had  assumed  control 
of  the  Florentine  government.  In  gratitude,  the  surviving  Alberti 
became  faithful  supporters  of  the  Medici  regime.  They  also  gave 
up  business  to  live  from  the  revenue  of  their  landed  property.  The 
slow,  though  gilded,  decline  was  about  to  start,  but  first  the  family 
produced  its  great  man:  Leon  Battista  degli  Albeiti  (1404-1472). 

He  was  bom  in  Genoa,  the  natural  son  of  Lorenzo  di  Benedetto.*^ 
After  studving  at  the  universities  of  Padua  and  Bologna,  he  re¬ 
ceived  at  the  age  of  twentv-four  the  degree  of  Doctor  of  Canon 
Law.  Leon  Battista,  however,  became  more  than  a  jurist,  for  his 
versatility  was  such  that  he  distinguished  himself  in  letters,  music, 
painting,  and  mathematics.  After  visiting  the  ruins  of  imperial  Rome 
in  1432,  he  aerjuired  such  a  deep  interest  in  architecture  that  he  be¬ 
came  a  master  in  this  art.  In  1450  he  completed  his  famous  book 
De  re  aedificotorui  in  which  he  advocated  a  return  to  the  architec¬ 
tural  forms  of  antiquitv.*"*  Putting  his  ideas  into  practice,  he  drew 
the  plans  of  several  monuments  which  are  among  the  early ’examples 
of  Renaissance  style.  .\t  the  behest  of  Giovanni  di  Paolo  Rucellai 
(140.3-1481),  the  most  important  Florentine  banker  after  the  Me¬ 
dici,  Alberti  designed  the  facade  of  the  church  of  Santa  Maria  No¬ 
vella  and  directed  the  building  of  the  Rucellai  palace  and  the  loggia 
across  the  street.  In  the  field  of  economics,  he  made  no  important 
contribution,  although  his  treatise  Della  fami^Jia  (Concerning  the 
Family)  has  attracted  wide  attention,  especially  in  modern  times. 
It  is  only  one  among  several  treatises  on  household  management 
after  the  manner  of  Xenophon,^'’  but  the  German  economist  Werner 

introduction  to  Leon  Battista  degli  Alberti,  1  lihri  della  Famiglia  (Florence, 
1908),  pp.  xvii-xix. 

“  The  best  biography  is  perhaps  that  of  Girolamo  Mancini,  Vita  di  Leon 
Battista  Alberti  (2d  ed.;  Florence,  1911).  For  a  bibliography  on  Alberti,  con¬ 
sult  also:  Paul-Henri  Michel,  Un  ideal  humain  au  XVe  siecle;  la  pensee  de 
L.  B.  Alberti  (Paris,  19.30),  pp.  11-46. 

“  It  was  not  printed  until  1485,  after  the  author’s  death,  while  printing 
was  still  in  its  infancy. 

One  of  those  treaties,  that  of  Benedetto  Cotrugli  ( Della  mercatura  e  del 
mercante  perfetto),  written  in  1458,  but  published  only  in  1573,  actually  has 
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Sombart  (1863-1941)  greatly  magnified  its  importance  by  repre¬ 
senting  it  as  the  first  apology  of  utilitarianism,  capitalistic  virtues, 
and  petty-bourgeois  ideals.'*^  According  to  Sombart,  Alberti  was 
little  less  than  a  forerunner  of  Benjamin  Franklin.” 

It  is  true  that  Leon  Battista  Alberti  advocates  frugality  and  care¬ 
ful  husbandr\’,  but  he  also  extols  benevolence  and  magnificence  for 
the  sake  of  family  prestige,  and  this  cult  of  the  clan  is  not  to  my 
knowledge  a  bourgeois  trait.  Leon  Battista  had  inherited  it  from  a 
long  line  of  ancestors.  A  century  before  he  was  bom,  the  Alberti, 
as  Professor  Sapori  shows,  on  the  strength  of  their  account  books, 
already’  knew  how  to  manage  their  business  efficiently,  but  it  did 
not  prevent  them  from  rating  honor  higher  than  money  or  wealth. 
Feudal  tradition  was  far  from  moribund  in  1300  and  it  was  still 
alive  in  1400.  To  make  Leon  Battista  degli  Alberti  into  a  parsimoni¬ 
ous  petit  bourgeois  is  a  misrepresentation  of  the  facts.  Sombart 
commits  the  mistake  of  assuming  that  rational  business  conduct  was 
incompatible  with  the  survival  of  feudal  traditions.  The  truth  is 
that  both  did  exist  side  by  side  in  the  Italy  of  the  Communes,  and 
many  examples  could  be  adduced  in  support  of  this  contention  not 
only  from  the  Alberti  records  themselves,  but  also  from  the  Datini 
papers,  the  Medici  correspondenre,  the  ricordi  or  memoirs  of  Lo¬ 
renzo  the  Magnificent,’®  and  t.he  zihaldonc  of  Giovanni  di  Paolo 
Rucellai.-® 


a  chapter  entitled  “L’uomo  economo”  (The  Economic  Man).  Of  course,  this 
expression  does  not  have  the  same  meaning  as  that  attached  to  it  by  economists 
today:  it  refers  simply  to  an  efficient  household  and  busine.ss  manager.  A  copy 
of  Cotmgli’s  treatise  is  in  the  library  of  Yale  University.  Th6  Kress  Library, 
Harv’ard  Graduate  School  of  Business  Administration,  has  copies  of  two  editions 
on  microfilm. 

Der  Bourgeois:  Jait  Gcistesgeschichte  des  modernen  tvirtschaftsmenschen 
(Munich,  1913),  pp.  282-283.  Of  course,  Sombart  admits  that  Alberti  was  in¬ 
fluenced  by  Xenophon,  but  does  not  see  that  this  admission  destroys  his  thesis 
(ibid.,  p.  289). 

”  Ibid.,  pp.  279  and  282-283. 

'^Alberti,  pp.  xxxvii-xxxviii  and  xlvii,  and  Studi,  pp.  996-998  and  1,009. 

“  VV’illiam  Roscoe,  The  Life  of  Lorenzo  called  the  Magnificent  (9th  ed.; 
London,  1847),  appendix  10,  p.  426.  Lorenzo  prides  himself  on  the  fact  that 
his  family,  to  enhance  its  prestige  and  that  of  the  Florentine  state,  spent,  be¬ 
tween  1434  and  1471,  more  than  17,500  florins  a  year  in  charities,  buildings, 
and  taxes.  Since  the  florin  contained  3.53  grams  of  pure  gold,  it  was  worth 
nearly  S4.00  at  the  present  valuation  of  $35  an  ounce  troy;  the  figure  of 
17,500  florins  corresponds,  therefore,  to  approximately  $70,000,  but  the  pur¬ 
chasing  power  of  money  was  much  greater  than  today. 

”  Rucellai  declares  in  his  Zibaldone  that  he  derived  more  satisfaction  from 
spending  wisely,  especially  in  public  buildings  (muraglie)  than  from  piling 
up  his  earnings.  Giuseppe  Marcotti,  Un  mercante  fiorentino  e  la  sua  famiglia 
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The  original  partners  of  the  Alberti  Company  were  three  brothers 
Alberto,  Neri,  and  Lapo,  the  sons  of  Jacopo  degli  Alberti.  In  the 
beginning  there  were  also  two  outsiders,  but  they  dropped  out  in 
1304,  Later,  sons  of  the  three  original  partners  were  gradually 
brought  into  the  firm:  the  first  was  Jacopo,  son  of  Alberto,  who  was 
admitted  as  a  partner  in  1307;  others  did  not  follow  until  1319. 
From  1302  to  1328,  the  head  of  the  company  was  Alberto,  the  eldest 
of  the  three  brothers,  whose  leadership  was  never  challenged,  prob¬ 
ably  because  he  managed  the  business  wisely.  At  his  death,  he  was 
succeeded  by  Messer  Agnolo  degli  Alberti,  a  son  of  Neri,  who  was 
also  successful  in  maintaining  harmony  among  the  partners.  Within 
three  years  from  Agnolo’s  retirement  in  1343,  the  single  family  con¬ 
cern  broke  up  into  competing,  firms  because  of  the  rivalry  between 
the  descendants  of  Alberto  and  Lapo, 

The  principal  extant  record  of  the  activities  of  the  Alberti  Com¬ 
pany  is  an  account  book  extending  from  1302  to  1329.  It  contains 
twelve  financial  statements,  of  which  two  are  incomplete.  Before 
going  into  any  detailed  and  technical  analysis  of  the  surviving 
records,  it  may  be  well  to  give  a  general  idea  of  the  size  of  the  Al¬ 
berti  Company  and  the  nature  of  its  business. 

In  the  beginning  of  the  fourteenth  century,  the  Alberti  were 
chiefly  traders;  it  is  only  later,  as  their  resources  grew  and  they  built 
up  a  network  of  branches  and  correspondents  all  over  western 
Europe,  that  they  became  involved  in  international  banking  and  de¬ 
veloped  close  connections  with  the  Camera  apostolica  or  papal 
treasury.  At  first,  their  main  line  of  business  was  the  importation  of 
Flemish  cloth  which  they  bought  at  the  famous  fairs  of  Champagne 
and  resold  in  Italy  after  having  it  finished  and  dyed  in  Florence. 
For  this  purpose  they  maintained  factors,  or  salaried  representatives, 
in  several  Italian  cities,  including  Bologna,  Milan,  Venice,  Naples, 
and  Barletta.  As  the  balance  of  January  1st,  1307,  reveals,  one  large 

nel  secolo  XV  (Florence,  1881),  p.  46.  Cf.  Michel,  op.  cit.,  p.  323.  The 
Zihaldone  of  Giovanni  Rucellai  is  still  unpublished.  Once  the  property  of 
John  Temple-Leader,  the  manuscript  was  repurchased  hv  the  family  and  is 
now  in  the  possession  of  Count  Bernardo  Rucellai  who  still  lives  in  the  ances¬ 
tral  palace  built  according  to  the  plans  of  Leon  Battista  Alberti.  Giovanni 
Rucellai  advises  his  sons  to  remain  bottegai,  meaning  cloth  or  silk  manufacturers 
and  not  shopkeepers.  In  other  words,  it  is  better  in  the  father’s  opinion  to  in¬ 
vest  money  in  manufacturing  than  to  put  it  into  trade  or  foreign  banking  ( Mar- 
c-otti,  op.  cit.,  p.  108). 
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shipment  which  their  factors  were  bringing  from  France  consisted 
of  466  bolts  of  cloth.-'  On  the  same  date,  the  Alberti  had  in  stock  in 
their  fomlaco,  or  Florentine  establishment,  72  pieces  of  Flemish 
cloth  and  some  remnants,  all  having  an  aggregate  value  of  £3,503 
affiorino?'  As  Table  1  shows,  the  bulk  was  cloth  from  Ypres,  which 
was  also  the  cheapest.  Scarlets  from  Ghent  and  Douai  were  most 
expensive.-'*  They  ranged  in  price  from  £80  to  £100  affiorino  a 
piece.  One  detail  may  be  of  interest:  the  goods  in  stock  were  pre¬ 
sumably  appraised  at  cost,  since  the  value  of  seven  pieces  of  cloth 
from  Douai  is  stated  in  French,  as  well  as  in  Florentine,  currcncv.-' 


TABLE  1 

Cloth  in  Stoc  k  According  to  the  Financial  Statement  of  tiie 
.Alberti  Company  on  January  1,  1307 


Origin 

Number  of 
Pieces 

Total 

Value 

Pounds 

afRorino 

£ 

Average 
per  Piece 
*.  d.  aff. 

Y'prcs 

47 

2,124 

45 

3 

10 

Ghent 

10 

523 

52 

6 

0 

Douai 

9 

492 

54 

6 

8 

Brussels 

6 

288 

48 

0 

0 

Remnants  of  diverse  origin 

— 

76 

— 

— 

— 

Total 

3,503 

Source  ;  I  libri  dfg/i  Alherti  del  Guidice,  Armando  Sapori,  ed.,  pp.  39-40. 

Later  financial  statements  unfortunately  cease  to  give  itemized 
lists  of  goods  in  stock.  However,  cloth  from  Caen,  Douai,  Ghent, 
Lille,  and  Malines  is  mentioned  in  the  incomplete  statement  drawn 
up  on  June  1st,  1317.'*'*  According  to  an  inventory  made  in  1329, 
the  Alberti  were  still  importing  cloth  from  abroad,  albeit  of  cheaper 
qualitv.  They  had  in  their  warehouse  128  whole  pieces  plus  several 
short  pieces  and  remnants  having  a  total  value  of  £3,965  affiorino.-^ 
Flemish  cloth  was  evidently  less  in  demand  than  it  had  been  twenty 
vears  earlier.  There  is  no  longer  any  reference  to  cloth  from  Ypres; 

^  Alherti,  p.  37. 

“  Ibid.,  pp.  39-40. 

“  The  word  “scarlet”  had  come  to  designate  a  kind  of  broadcloth  and  no 
longer  referred  to  color. 

Seven  pieces  of  Douai  cloth  are  said  to  be  worth  £442  3s.  parisis  or 
£352  affiorino. 

“  .Allx'rti,  p.  61. 

“  Ibid.,  pp.  98-100. 
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however,  the  inventory  still  lists  the  products  of  Douai,  Cihent,  and 
Termonde,  but  chiefly  striped  cloths  and  linsev-vvoolseys  (Fr.  tirc- 
taines.  It.  trUane)  instciul  of  the  rich  scarlets  mentioned  earlier. 
Besides,  the  stock  includes  cloths  from  the  competing  towns  in  Bra¬ 
bant  (Brussels,  Louvain,  and  Malines)  and  inexpensive  fabrics 
from  Chalons-sur-Marne,  Saint-Denis,  and  Toulouse.  Tastes  and 
fashions  had  evidently  changed  within  a  few  years. 

Most  of  the  cloth  was  imported  in  the  gray  and  was  then  d\ed 
and  finished  in  Florence  before  being  sold  locally  or  re-exported. 
Apparently  the  Alberti  possessed  their  own  dyeing  establishment, 
which  was  managed  by  Lapo  di  Jacopo.  Between  1307  and  1319, 
when  he  died,  several  statements  refer  to  money  owed  bv  him  “on 
account  of  the  dyeing”  (per  ragione  della  tint(i).-~  On  January  1, 
1310,  this  item  amounted  to  £3,822  15s.  affiorino,  which  suggests 
that  it  really  relates  to  an  investment  rather  than  to  a  personal  ob¬ 
ligation  of  Lapo  (Appendix,  statement  No.  3).  Medieval  book¬ 
keepers  were  in  the  habit  of  treating  investments  as  receivables  bv 
opening  an  account  to  the  manager  of  a  branch  or  a  department 
rather  than  to  the  branch  or  the  department  itself.-^  If  this  inter¬ 
pretation  is  correct,  it  confirms  that  Alberto  di  Jacopo,  the  eldest  of 
the  three  brothers,  had  kept  the  general  management  of  the  firm  in 
his  own  hands,  but  had  delegated  to  his  brother  and  partner  the 
task  of  supervising  the  dveing,  which  undoubtedlv  retjuired  a  great 
deal  of  attention  so  that  workers  would  not  spoil  costly  materials. 

Like  other  cloth  dealers,  the  Alberti  were  members  of  the  Arte 
di  Calimala,  or  the  Merchants’  gild.  On  September  20,  1304,  thev 
protested  to  the  gild  officials  (consoli)  that  Spiglia  Ruggerini,  one 
of  the  two  partners  not  belonging  to  the  family,  had  broken  his 
word  by  withdrawing  from  the  partnership  without  giving  due  no¬ 
tice  in  advance.-'*  It  seems  probable  that  he  left  as  the  result  of  a 
quarrel  about  policy,  but  the  entries  in  the  lihro  segreto  give  no 
inkling  about  the  nature  of  the  dispute.  Now  and  then  the  gild  also 
appears  in  the  records  as  a  creditor  for  dues  or  brokerage.  The  Al- 

”  I  hid.,  pp.  37,  50,  56,  and  59. 

“  There  are  many  otlier  examples  in  the  Alberti  acconnt  l>ooks.  Thus,  on 
p.  37,  there  is  an  item  of  £23,490  affioritio  charj'ed  to  More  Bonsipnori,  a 
simple  factor,  per  Fiandra,  that  is,  for  the  acconnt  of  Flanders,  and  another 
of  £9,164  charged  to  Fnccio  del  Maestro,  also  a  factor,  per  ragione  di  Puglia 
(for  the  account  of  Apulia).  There  is  no  doubt  that  these  items  do  not  repre¬ 
sent  receivables,  but  refer  to  funds  or  merchandise  entrusted  to  employees 
for  the  purpose  of  trading  in  Flanders  or  in  Apulia. 

"  Alberti,  p.  36. 
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borti  were  still  members  of  the  Calimala  gild  as  late  as  1350  and 
probably  beyond.-’® 

As  is  well  known,  Florence,  in  the  first  half  of  the  fourteenth  cen¬ 
tury,  developed  a  woolen  indnstrv-  of  her  own  with  the  result  that 
imports  of  foreign  cloth  gradnallv  fell  off  until  they  nearly  ceased. 
This  development  also  entailed  the  slow  decline  of  the  Calimala 
gild  and  the  concf)mitant  rise  to  power  of  the  .Arte  della  Lana,  or 
Wool  gild.  It  is  plausible  that  the  financial  troubles  of  the  Alberti 
Company  between  1310  and  1319  stem  from  their  inability  to  ad¬ 
just  themselves  to  this  new  trend.  Probably  they  were  slow  in 
switching  from  the  importation  of  the  fine  F'lemish  textiles  to  the 
trade  in  wool  and  the  manufacturing  of  cloth.  They  were  still  im¬ 
porting  Flemish  and  Brabant  cloth  as  late  as  P331,  since  a  fardel 
(torscllo)  belonging  to  them  was  seized  by  the  Cenoese  in  the  har¬ 
bor  of  Porto  Pisano.-"” 

.\t  any  rate,  the  records  indicate  that  the  .\lberti  eventually  suc¬ 
ceeded  in  .setting  their  sails  to  the  wind.  The  statement  of  Jnlv  1st, 
1.321,  contains  several  items  which  show  a  total  of  more  than  £12,378 
14s.  9d.  affioriuo  invested  in  a  cloth  manufacturing  establishment 
called  “the  wool  shop”  (la  hottrp^a  della  lana).  It  also  seems  that 
the  management  of  this  shop  was  entrusted  to  one  of  the  partners, 
Caroccio  di  Lapo,  and  that  he  was  aided  by  two  “factors,”  or  clerks, 
who  also  were  brothers,  Bartolo  and  Francesco  di  Lapo  Bonsignori 
(Appendix,  statement  No.  6).-’-  Similar  references  recur  in  the 
statement  of  January  1st,  1.323,  and  seem  to  indicate  that  investment 
in  the  “wool  shop”  attained  an  aggregate  of  £12,4.56  15.s.  8d.  aff.  (Ap¬ 
pendix,  statement  No.  7).^-’*  Then,  in  the  next  balance  sheet  of 
August  15,  1.325,  this  sum  suddenly  drops  to  £70  affiorino,  which 
would  suggest  that  the  wool  shop  had  been  licpiidated.'”  The 
records,  however,  give  no  particulars,  and  it  is  useless  to  guess.  An 
item  of  £1,900  aff.  charged  to  Caroccio  di  Lapo  on  account  of  the 
wool  .shop  reappears  among  the  assets  on  November  1,  1327.^-"’  This 
amotmt  is  increased  to  £4,700  aff.  on  November  1,  1329,  but  the 
wording  of  the  entr\'  intimates  that  the  burden  of  the  management 

IhUl.,  p.  261. 

Ihid.,  p.  28.5.  The  fardel  contained  12  lx)lts  of  cloth  (five  pieces  from 
Diest,  four  from  Ghent,  and  three  from  Brussels ) . 

”  Alhrrti.  p.  67. 

Ihid.,  p.  70. 

“  Ibid.,  p.  75. 

®  Ibid:  p.  80. 
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has  been  transferred  from  Caroccio  di  Lapo  to  his  first  cousin,  Fran¬ 
cesco  d’Albcrto.-‘“  No  explanation  is  given,  of  course. 

While  the  Alberti  thus  branched  out  into  manufacturing,  they 
also  were  forced  to  readjust  their  business  to  new  currents  of  trade 
and  new  ways  of  doing  business.  At  first,  their  agents  at  the  fairs  of 
Champagne  were  not  permanent,  but  were  still  traveling  back  and 
forth  and  personallv  accompanied  the  fardels  of  cloth.  Thus,  in 
1307,  the  lihro  segreto  states  explicitly  that  three  factors  of  the  Com- 
panv  (Marco  Bonsignori,  Bettino  Scarpa,  and  Giovanni  di  ser  Pino) 
had  reached  Florence  after  being  “on  the  road  ”  (si//  cammino)  and 
that  thev  and  “others”  had  brought  from  France  a  shipment  of  466 
pieces  of  cloth.'*^  Thev  had  probablv  been  traveling  by  caravan, 
since  it  is  unlikely  that  the  word  “others”  would  refer  to  attendants 
in  the  service  of  the  Alberti.  Besides  these  traveling  agents,  the 
company  had  “factors”  stationed  in  Venice,  Naples,  Barletta  (.Apu¬ 
lia),  and  Milan.  Consequently  the  Alberti,  in  1307,  were  in  the 
transitional  stage  from  the  caravan  or  traveling  trade  to  a  new  form 
of  organization  in  which  business  was  conducted  from  the  counting- 
house.-^^  As  I  have  pointed  out  elsewhere,  this  transition  occurred 
around  1300  and  coincided  with  the  gradual  decline  of  the  fairs  of 
Champagne.-"*® 


Ill 

In  1307,  the  Alberti  Company  had  fourteen  factors,  four  com¬ 
muting  between  Florence  and  Champagne,  three  residing  in  the 
Kingdom  of  Naples,  two  in  Bologna,  one  in  Milan  and  another  in 
Venice,  and  three  who  have  not  been  located  (Table  2).^®  Salaries 
of  factors  amounted  to  a  vearly  expenditure  of  £769  off.  The  two 
best  paid  men  were  More  and  Cione  Bonsignori  who  regularly 
visited  the  fairs  of  Champagne  to  purchase  cloth:  thev  received 

Ibid.,  p.  96. 

”  Ibid.,  p.  37. 

This  evolution  has  been  stressed  by  S.  B.  Gras,  Bmincss  and  Capital¬ 
ism  (New  York,  1939),  pp.  67-74.  He  states  (p.  68)  that  it  is  not  always 
easy  to  distinguish  a  traveling  from  a  sedentary  merchant  during  the  transition 
peritxl. 

“  Ravmond  de  Roover,  “The  Commercial  Revolution  of  the  Thirteenth 
Century,”  Bulletin  of  the  Business  Historical  Societi/,  Vol.  XVT  (1942),  pp. 
34-39,  republished  in  Enterprise  and  Secular  Chan^^e  (Homewood,  Illinois, 
19.53),  pp.  80-8.5. 

*"  In  the  business  language  of  the  Middle  Ages,  a  factor  was  a  clerk  or  an 
employee,  especially  one  sersing  abroad,  and  not  a  commission  agent,  which 
is  the  modem  meaning. 
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respectivelv  £150  and  £100  off.  a  year.  Fuccio  del  Maestruccio  and 
Simone  del  Forte,  both  in  Barletta,  were  getting  much  less:  only  60 
florins  or  £87  off.  These  were  the  top  men.  Salaries  of  the  rank  and 
file  ranged  from  £20  to  £60  off.*^  A  beginner  or  apprentice  might 
earn  as  little  as  £10  off.  a  year.  This  scale  of  salaries  is  lower  than 
that  of  the  Bardi  or  the  Peruzzi  who  offered  their  branch  managers 
up  to  £290  off.  or  2(X)  florins  a  vear.^-  However,  these  companies 


TABLE  2 

FAf:ioRs  IN  THE  Servk:e  of  the  .\i.rehti  Company  on 


Jant’ahy  1,  1.307 

Salary 
|M‘r  Year 

Pounds 

Intermittent  or  Permanent 

No.  Name 

Affiorino 

Residence 

1  .More  Bonsignori  . 

1.50 

Ghampagne  and  Flanders 

2  C'ione  Bonsignori 

1(K) 

C;hampaf;ne  and  Flanders 

3  Simone  del  Forte 

87 

.Apulia  (Barletta) 

4  Fuccio  del  Maestruccio 

87 

.Apulia  ( Barletta) 

.5  Guido  di  ser  Rinaldo 

60 

Bologna 

6  Bettino  Scarpa 

50 

Milan  and  Champagne 

7  Giovanni  di  ser  Pino 

50 

Champagne  and  Flanders 

8  Puccio  di  Bono 

.35 

Barletta  and  Naples 

9  Bnino  di  Nuto  Benvenuti 

30 

Venice 

10  Bonafede  Boninsegna 

30 

No  record 

1 1  Ridolfi  Gambi 

.30 

No  record 

12  Piero  di  Stefano 

.30 

Bologna 

13  Piero  di  Dedi  Ifalconieri 

20 

Champagne  and  Flanders 

14  .Andrea  Passerini 

10 

No  record 

Total 

769 

SocHCE;  I  lihri  drgli  Alberti  del  Ciudice,  .-\rmando  Sapori,  ed.,  pp.  40^1. 

were  much  bigger  than  that  of  the  Alberti  and  were  probably  able 
to  outbid  their  competitors  in  order  to  secure  the  ablest  men.  In  any 
case,  I  do  not  think  that  business  executives  in  the  Middle  Ages 
were  underpaid.  A  man  who  drew  a  salary  of  200  florins  or  even 
150  florins  could  live  very  comfortably  according  to  the  standards 

“  These  salaries  were  tlie  same  as  those  paid  by  competitors. 

This  was  the  salary  of  Francesco  di  Baldnccio  Pegolotti,  the  compiler  of 
a  famous  manual  for  merchants.  He  was  a  branch  manager  in  the  service  of 
the  Bardi  and  was  important  enough  to  negotiate  commercial  treaties  with 
foreign  governments.  Armando  Sapori,  La  crisi  delle  compagnie  mcrcantili 
(IcH  Bardi  e  dei  Peruzzi  (Florence,  1926),  p.  263.  Cf.  idem,  “H  personale 
delle  compagnie  mercantili  del  Medio  Evo,”  Studi,  pp.  69.5—763. 
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of  the  time;  he  could  afford  a  large  house,  one  or  two  servants,  and 
a  horse  or  a  mule  in  the  stable. 

The  size  of  the  staff  of  the  Alberti  Company  was  still  the  same 
on  January  1,  1308,  but  during  the  next  two  years  it  increased  from 
fourteen  to  twenty  factors.^'*  No  further  records  concerning  per¬ 
sonnel  are  available  until  March  25,  1348,  just  before  the  Black 
Death,  when  the  company:  founded  by  Caroccio  had  in  its  emplo\' 

TABLE  3 

Employees  in  the  Service  of  the  Company  of  Carck  cio  di  Lapo 


Degi.i  Alberti  on  March  25, 1348 

No.  Location  and  Name 

Florence 

£ 

Yearly 

Salary 

Pounds 

Affiorino 

». 

d. 

1  Filippo  di  Bmno  Benvenuti,  l)Ookkeeper  (scrivaru)) , 

45  florins 

65 

10 

0 

2  Bartolo  di  Lapaccio  Bonsignori,  45  florins 

65 

10 

0 

3  Guido  di  Salterelli  Bacherini,  45  florins 

65 

10 

0 

4  Bonagrazia  di  Lippo  Bonagrazie,  40  florins 

58 

0 

0 

5  Piero  di  Mugnaio  di  Recco,  36  florins 

52 

4 

0 

6  Cipriano  di  Lippozzo  Mangioni,  32  florins 

46 

8 

0 

7  Giovanni  d’Agnolo  Compiubiesi 

24 

0 

0 

8  Francesco  di  Cione  Bonsignori 

12 

0 

0 

9  Pagolo  di  Mugnaio  di  Recco 

12 

0 

0 

10  \iccol6  di  Lapaccio  Niccoli 

12 

0 

0 

Total  for  Florence 

413 

2 

0 

Avignon 

11  Mugnaio  di  Recco  di  Ghiacceto,  60  florins 

87 

0 

0 

12  Lorenzo  Bartoli,  40  florins 

58 

0 

0 

13  Cafagino  di  Gherardo  Cafagini,  30  florins 

43 

10 

0 

14  Guasparre  di  Dore  Malcspini 

18 

0 

0 

15  Bartolomeo  di  Leone  Simoni 

18 

0 

0 

16  Piero  di  Gherardino  Gherardini 

12 

0 

0 

Total  for  Avignon 

236 

10 

0 

Naples  and  Barletta 

17  Andrea  di  Lippozzo  Mangioni 

87 

0 

0 

18  Filippo  di  Schiatta  di  Lippozzo 

30 

0 

0 

19  Benedetto  di  Bruno  Benvenuti 

24 

0 

0 

Total  for  Naples  and  Barletta 

141 

0 

0 

Total 

790 

12 

0 

Source:  I  Uhri  degli  Alberti  del  Giudice,  Armando  Sapori,  ed.,  pp.  219-223. 


“  Alberti,  pp.  50-51. 
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as  many  as  19  factors:  ten  in  the  fondaco  or  countinghouse  of  Flor¬ 
ence,  six  in  Avignon,  and  three  in  Naples  and  Barletta.  As  Table 
3  shows,  there  was  not  much  change  in  the  salary  scale  or  in  total 
expenditure  per  year.  On  the  other  hand,  more  clerks  were  em¬ 
ployed  at  headcpiarters  in  Florence.  The  Alberti  Company  still  kept 
up  its  connections  in  Naples  and  Apulia,  but  was  no  longer  repre- 
sent^'d  at  the  fairs  of  Champagne,  which  had  completely  decayed 
anyhow.  Instead  they  now  had  a  branch  in  .\vignon,  the  seat  of  the 
papacy. 

pavroll  of  less  than  twenty  names  may  not  impress  a  modern 
reader  who  lives  in  an  age  when  giant  corporations  sometimes  have 
thousands  of  workers  and  large  banks  have  hundreds  of  employees. 
P'or  its  time,  however,  the  .Mberti  Company  was  above  average  size. 
In  Lucca,  an  important  manufacturing  and  trading  center,  the  most 
important  company  was  that  of  the  Guinigi  and  it  had  no  more 
than  nineteen  persons  on  its  staff  in  1372.^^  In  Florence  itself,  there 
were  probably  few  companies  which  surpassed  the  .\lberti,  with 
the  exception  of  the  three  giants:  the  .Acciaiuoli,  the  Bardi,  and  the 
Feruzzi.  No  statistical  data  are  available  for  the  Bardi,  but  the  Ac- 
ciaiuoli,  the  smallest  of  the  three,  gave  employment  to  53  factors  in 
1341  and  the  Peruzzi,  wliich  was  the  second  largest,  had  a  clerical 
staff  of  nearly  90  in  1336. 

In  dealing  with  their  employees,  the  Alberti  seem  to  have  followed 
a  policy  of  fairness.  There  were,  of  course,  the  usual  troubles;  they 
are  of  a  perennial  nature  and  occur  today  as  well  as  in  the  Middle 
Ages.  One  dishonest  branch  manager  cTimmitted  so  many  irregu¬ 
larities  that  the  .\lberti  had  him  arrested  and  thrown  in  jail.  In 
order  to  be  released,  he  was  compelled  to  restore  what  he  could, 
but  it  was  not  enough  to  make  good  the  loss  to  his  employers.  Two 
other  factors,  serv  ing  the  company  in  .\vignon,  were  unable  to  re¬ 
pay  money  which  they  had  misappropriated  and  lost  in  gambling. 
Having  also  neglected  their  duties,  they  were  dismissed  without 
further  ado.^'  Two  brothers,  Filippo  and  Benedetto  di  Bruno  Ben- 
venuti,  overdrew  and  were  still  in  debt  to  the  company  when  both 
died  from  the  Black  Death  ( 1348)  within  a  few  davs  of  each  other."**^ 
In  order  to  pay  off  their  indebtedness,  they  willed  to  their  employers 
a  family  holding  in  Bagno  a  Ripoli,  a  village  near  Florence.  How- 

“  RaMiiond  de  Roovrr,  Monrtf,  Bankinfi,  and  Credit  in  Mediaeval  Bitip^efi 
(Cainbridco,  Ntass.,  1948),  pp.  39-40. 

**  Alberti,  p.  xli,  and  Stndi,  p.  l.OOl. 

Allxrti,  p.  258. 
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ever,  such  cases  were  rare;  in  general  the  Alberti  had  satisfactory 
relations  with  their  personnel.  The  turnover  among  the  minor 
clerks  was  rather  High,  but  top  men,  such  as  the  Bonsignori  brothers, 
stayed  with  the  firm  for  many  years.  Sometimes  sons  followed  in 
their  fathers’  footsteps  and  joined  the  staff,  as  for  example,  Fran¬ 
cesco  di  Cione  Bonsignori  who,  incidentally,  also  was  carried  off  by 
the  plague  in  1348.^’  Another  case  is  that  of  Mugnaio  di  Ricco,  the 
chief  clerk  in  Avignon,  w'hose  two  sons  also  were  working  for  the 
Alberti  Company,  but  in  the  fojulaco  in  Florence. 

One  of  the  factors  in  the  service  of  the  Alberti  Company,  Fran¬ 
cesco  di  Lapo  da  Castiglionchio,  was  the  father  of  the  famous  jurist, 
Lapo  di  Francesco  da  Castiglionchio  (died  1381),  who  was  exiled 
from  Florence  in  1378  as  one  of  the  most  hated  supporters  of  the 
oligarchic  government.  The  father  was  by  no  means  rich:  in  1329 
he  was  earning  only  £20  aff.  a  year.^^ 

IV 

The  records  edited  by  Professor  Armando  Sapori  include  frag¬ 
ments  of  five  different  account  books:  (1)  the  lihro  piccolo  dcU’- 
asse  cV Alberto  del  Giudicc  e  Compagni,  (2)  the  lihro  dcllc  possc.s- 
sioni  di  Duccio  e  d’ Alberto  di  Lapo  del  Giudice,  (3)  the  lihro  verdc 
segreto  delVasse  C  or  the  Lihro  segreto  of  Caroccio  di  Lapo  degli 
Alberti,  (4)  the  lihro  delT asse  de'  mali  debitori,  and  (5)  the  lihro  di 
ricordanze,  or  memorandum,  of  Bartolomeo  di  Caroccio.  None  of 
these  five  account  books  has  come  down  to  us  without  missing 
folios,  but  Sapori  publishes  all  that  is  extant.  It  is  needless  to  sav 
that  the  texts  are  edited  with  his  usual  care,  competence,  and  accu¬ 
racy.  The  general  index  has  more  than  fiftv  pages  and  serves  also  as 
a  glossary.  The  many  cross-references  will  greatly  facilitate  consul¬ 
tation.  In  his  introduction,  Sapori  describes  the  Alberti  manuscripts 
and  points  out  their  significance  as  historical  documents,  but  with¬ 
out  attempting  an  exhaustive  interpretation,  which  is  not  the  task 
of  an  editor,  anvhow.  The  preface  is  provided  bv  Luigi  Einaudi, 
former  President  of  the  Italian  Republic,  and  praises  with  reason 
the  editor’s  high  standards  of  scholarship.  There  is  also  a  well- 
deserved  word  of  appreciation  for  Signorina  Giidiana  Sapori  who 
helped  her  father  in  checking  the  transcription.  “I  trust,”  Einaudi 
declares,  “the  trained  eyes  of  a  father  and  his  daughter  much  more 

Ihid.,  p.  265. 

p.  131.  The  son,  Lapo,  wrote  opinions  on  the  morality  of  payin" 
interest  on  the  public  debt. 
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than  the  often  ill-coordinated  teamwork  of  modem  research  staffs.” 

From  the  point  of  view  of  economic  and  business  history,  num¬ 
bers  one  and  three  are  the  most  important  and  the  most  extensive 
of  the  surviving  fragments.  Number  two  is  chiefly  concerned  with 
the  shares  of  Duccio  and  Alberto  in  the  estate  of  their  father  Lapo 
who  died  in  1319,  but  whose  business  investments  and  landed  prop¬ 
erty  remained  undivided  among  his  sons  until  13.34.  Most  of  the  en¬ 
tries  relate  to  this  division,  but  there  are  a  few  about  later  pur¬ 
chases  of  citv  property,  namely  in  the  Borgo  Santa  Croce  and  vi- 
cinitv  where  the  .\lberti  clan  had  its  palaces  and  headcpiarters.  The 
ricordanzc  or  memoranda  of  Bartolomeo  di  Caroccio  (number  five) 
are  verv  brief  and  also  refer  exclusively  to  purchases  of  real  estate, 
farms  (jyodcri),  and  farmland  (pezze  di  terra). 

Number  four,  as  the  name  suggests,  is  a  list  of  bad  debts  that 
were  assigned  to  Caroccio  di  Lapo  when  his  partnership  with  his 
cousin  Jacopo  di  Alberto  was  liipiidatcd  and  dissolved  on  Novem¬ 
ber  17,  1.346.^’*  Some  of  the  uncollectible  items  date  back  to  1.301, 
and  the  list  shows  that  the  slow  accumulation  of  aged  accounts  was 
one  of  the  most  serious  dangers  which  threatened  to  sap  the  strength 
of  medieval  companies  like  that  of  the  Alberti.  Several  of  the  delin- 
fjuent  debtors  were  French  knights  who  had  been  in  the  retinue  of 
the  expelled  Duke  of  Athens:  thev  never  repaid  a  single  pennv.’^” 
The  list  includes  the  claims  of  the  Alberti  against  the  Bardi  Com¬ 
pany  which  had  been  adjudged  bankrupt  on  April  16,  1346.  Bv 
May  1st,  1.347,  the  receivers  had  already  paid  a  dividend  of  6s.  3d. 
in  the  pound  on  outstanding  claims,  so  that  the  amount  due  to  the 
.\lberti  was  reduced  from  £2,182  9s.  affiorino  to  £1,500  8s.  9d.-^‘ 
After  .some  further  adjiustmcnts,  the  share  of  Caroccio  or  rather  that 
of  his  heirs  —  he  died  on  July  2.3,  1.347  —  was  finally  put  at  £778  off. 
In  part  settlement  of  this  claim,  t'  ^v  chose  to  accept  an  assignment 
on  the  English  Exchequer  to  the  nount  of  £534  17s.  6  d.  aff.  or 
£49  .3s.  Sd.  sterling  at  the  rate  of  32  sterlings  per  florin.®-  That  thev 
were  able  to  collect  anvthing  seems  highlv  improbable. 

"  AUurti,  p.  281. 

’^Ihid.,  p.  291. 

“  Ibid.,  pp.  294-29.5. 

£  s.  (1.  (iff. 

Total  claim  of  the  Alberti  2,182  9  0 

Dechict:  6s.  SJ.  in  the  pound  or  .31.25%  682  0  3 

Balance  due  1,500  8  9 

“  This  e<juation  has  been  checked  and  found  correct  to  the  penny.  The 
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The  only  other  item  of  interest  among  the  bad  debts  is  a  claim 
on  some  Catalan  merchants  with  whom  the  Alberti  correspondents 
in  Constantinople  had  contracted  a  cambium  nauticum  —  a  form  of 
sea  loan  —  involving  an  advance  of  500  pcrpers,  Byzantine  currency, 
secured  by  a  cargo  of  alnm,  and  a  repayment  of  £425,  Genoese  cnr- 
rencv,  to  be  made  in  Majorca  upon  safe  arrival  of  this  shipment. 

In  order  to  defraud  their  creditors,  the  dishonest  Catalans  deliber¬ 
ately  wrecked  the  ship  which  supposedly  carried  alum,  but  which 
actuallv  had  none  aboard  and  was  sailing  in  ballast.''^  The  Alberti 
obtained  judgment  against  the  swindlers,  but  in  all  probability  to 
no  avail. 

The  libro  piccolo  dellassc,  the  first  and  the  most  complete  of 
the  extant  fragments,  was  the  libro  segreto  of  Alberto  di  Jacopo 
degli  Alberti  del  Giudice  &  Co.  In  the  Florentine  mercantile  and 
banking  companies  the  libro  segreto  was  used  to  record  vital  and 
confidential  infonnation  to  which  partners  only  shoidd  have  access. 
For  this  reason  it  was  usuallv  kept  bv  the  principal  or  managing 
partner  himself  and  contained  the  accounts  relating  to  the  shares  of 
the  partners  in  the  capital,  to  anv  investments  in  addition  to  their 
quotas,  to  the  distribution  of  profits  and  losses,  and  to  the  salaries 
of  .branch  managers  and  factors,  or  emplovees.  Sometimes  the  libro 
segretto  also  harbored  the  accounts  of  prominent  depositors,  such  as 
princes,  condottieri,  and  high  church  dignitaries.  In  the  case  of  the 
.Alberti,  the  libro  piccolo  delVasse  is  interesting  in  that  it  contains 
a  dozen  financial  statements  —  I  deliberatelv  avoid  using  the  term 
“balance  sheets”  —  which  cover  a  period  of  nearly  thirtv  vears,  from 
1302  to  1.329,  when  the  two  major  partners  Alberto  di  Jacopo  and 
his  brother  Neri  died  within  a  few  months  of  each  other. 

Since  no  account  book  of  the  Alberti  Companv  for  the  period 
from  1329  to  1343  has  survived,  we  have  to  rely  for  information  on 
the  private  ledger  of  one  of  the  partners,  Caroccio  di  Lapo  (died 
1347).  This  is  number  three  of  the  fragments  edited  bv  Professor 

checking  of  medieval  computations  is  not  difficult,  if  one  knows  how  to  work 
with  pormds,  shillings,  and  pence  and  to  apply  the  chain  nde  (in  French: 
re^le  conjointe) .  F'or  example 

?  sterlings  =  £534  17s.  6d.  aff. 

£29  aff.  =  20  florins 
1  florin  =  32  sterlings 

The  result  is  £49  .3s.  Hd.  sterling  or  11,804  sterlings  and  is  obtained  by  dividing 
29  into  640  times  534.875. 

“  The  camhium  maritimum  was  a  sea  loan  with  this  difference  that  it  was 
repayable  in  another  currency. 

“  Alherti,  p.  288. 
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Sapori.  Caroccio  cli  Lapo  kept  a  careful  record  of  his  business  in¬ 
vestments  and  the  profits  allotted  to  him.  Although  incomplete  for 
the  concern  as  a  whole,  these  data  enable  us,  nevertheless,  to  fol¬ 
low  the  vicissitudes  of  the  Alberti  Company. 

The  latter  successfully  weathered  the  stonn  which  engulfed  its 
three  great  rivals:  the  Peruzzi  (failed  October  1343),  the  Acciaiuoli 
(failed  at  about  the  same  time),  and  the  Bardi  (bankrupt  January 
1346).  Throughout  the  period  from  1329  to  1343,  the  partners  re¬ 
ceived  a  fair  return  on  their  investment,  more  generous  in  some 
vears  than  in  others.  The  private  ledger  of  Caroccio  also  reveals 
that  he  accpiired  a  great  deal  of  landed  property,  some  of  it  from  the 
.situldchi  or  rec(>ivers  of  the  bankrupt  Peruzzi."”’'  Most  of  this  land 
was  located  at  L(‘gnaia  a  Monticelli,  at  the  very  gates  of  Florence, 
and  in  the  region  of  Figline  Valdarno  and  Castelnuovo,  up  the  Arno 
river  in  the  direction  of  .\rezzo.  Besides  farms,  the  account  book 
of  Caroccio  lists  fields,  orchards,  vineyards,  and  olive  groves. 

After  Messer  .\gnolo  di  Xeri  left  the  headship  of  the  finn  in  1343, 
Caroccio  went  into  partnership  with  his  first  cousin  Jacopo  d’Al- 
berto.  Prf)bablv  they  did  not  get  along,  and  the  two  partners  sep¬ 
arated  in  1345.  On  July  17,  1347,  Caroccio  fonned  his  own  company 
with  himself  and  his  three  sons  as  partners.''’’  From  then  on,  there 
existed  two  rival  Alberti  companies:  the  “Alberti  antichi,”  as  the 
firm  headed  bv  Jacopo  d’Alberto,  of  the  elder  branch,  is  called  in 
the  papers  of  the  papal  treasury,  and  the  “.\lberti  nuovi,”  bv  which 
name  the  same  n'cords  designate  the  competing  company  founded 
by  Caroccio  di  Lapo.”’^  Until  March  25,  1348,  this  firm  was  stvled 
“Caroccio  degli  Alberti  &  Co.”  It  then  changed  its  stvle  to  “Jacopo 
e  Bartolomeo  di  Caroccio  degli  Alberti  &  Co.”  and,  in  1350,  to  “Bar¬ 
tolomeo  di  Caroccio  degli  .Mbi'rti  &  Co.”"’*'  References  to  the  Al¬ 
berti  nuovi  still  occur  in  1375  in  the  records  of  the  papal  treasury. 

The  Alberti  nuovi  never  were  as  successful  as  the  .\lberti  antichi 
who,  towards  the  end  of  the  fourteenth  centurv,  became  the  favorite 
bankers  of  the  papacy  and,  for  a  few  years,  the  largest  mercantile 

“  Ihu!..  pp.  180.  186-188,  199-201,  203,  and  249. 

“//nV/.,  pp.  213  and  225.  The  articles  of  association  tjive  Febniaiy  1,  1346, 
as  the  foundinjT  date,  but  operations  did  not  start  until  July,  1347. 

"  Yves  Renouard,  Rechcrchcs  stir  les  compa^nies  commercialcs  et  hancaires 
uHlisecs  par  Ics  papes  d’ Avignon  avant  Ic  Grand  Schisme  (Paris,  1942),  pp. 
29-39  and  Idem,  Lcs  relations  des  papes  d’Afi^non  et  des  eompaf^nies  eom- 
merciales  et  hancaires  de  1316  a  1378,  “Bibliothe(]iie  des  Ecoles  fran^aises 
d’.Athenes  et  de  Rome,”  Vol.  151  (Paris,  1941),  passim. 

“  Alberti,  p.  x.wii,  and  Studi,  p.  983. 

“  Renouard.  Recherches,  p.  38. 
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company  in  western  Europe.  They  had  branches  in  Avignon,  Bar¬ 
celona,  Barletta,  Bologna,  Bniges,  Genoa,  London,  Naples,  Paris, 
Perugia,  and  Venice.®”  Where  they  had  no  branches,  tliey  were 
probably  represented  by  eorrespondents.  Around  1372  another 
split  occurred,  this  time  within  the  Alberti  antichi,  and  the  two 
cousins  Niccolo  di  Jacopo  d’Alberto  and  Benedetto  di  Nerozzo 
d’Alberto  parted  from  each  other  and  established  separate  firms.®* 

By  1400,  the  Francesco  Datini  records  disclose,  there  were  several 
distinct  Alberti  companies  engaged  in  international  trade  and  foreign 
banking.  In  Bruges  alone,  there  were  at  least  three.®-  The  most 
powerful  was  apparently  a  partnership  headed  Iw  two  brothers. 
Diamante  and  Altobianco  degli  Alberti,  the  sons  of  Niccolo.  Con¬ 
sequently  this  is  the  continuation  of  the  company  founded  by  the 
latter.  The  second  firm  called  itself  Ricciardo  degli  Alberti  &  Co. 
As  Ricciardo  was  the  son  of  Benedetto,  we  have  here  the  rival  off¬ 
shoot  of  the  Alberti  antichi.  Probably  Lorenzo,  the  father  of  Leon 
Battista,  owned  a  share  in  this  concern,  since  he  was  a  younger 
brother  of  Ricciardo.  Finally  there  e.xisted  in  Bruges  a  third  Al¬ 
berti  company,  that  of  Alberto  and  Bernardo.  It  represented  still 
another  branch  of  the  Alberti  who,  being  in  e.xile,  had  gone  into 
business  as  the  only  way  of  making  a  decent  living  in  foreign  coun¬ 
tries.  In  Barcelona,  around  1400,  there  was  a  Niccolaio  degli  Al¬ 
berti  in  partnership  with  a  Filippozzo  Soldani;  it  seems  that  he  was 
in  some  way  connected  with  the  firm  of  Diamante  and  Altobianco. 
Perhaps  he  was  their  brother,  although  there  also  was  a  cousin  of 
the  same  name. 

As  the  Alberti  family  branched  out,  it  could  not  be  expected  that 
its  members  would  stay  together  despite  their  strong  lovaltv  to  the 
casata  or  the  ties  of  a  eommon  ancestry.  The  need  to  earn  a  living 
inevitably  caused  dissatisfied  individuals  —  those  eager  to  forge 
ahead  or  those  disappointed  in  their  efforts  to  secure  a  larger  share 
of  the  profits  —  to  break  away  and  to  organize  competing  finns.  It 
was  a  congenital  weakness  of  the  system  of  family  partnerships  that 
blood  ties  lost  their  strength  after  two  or  three  generations.  .\s  a 
result,  a  stmggle  for  control  would  develop  between  different 
branches  of  the  same  family;  it  was  often  fatal  to  the  eontinued 

“  Ihid.,  p.  36. 

*'  Idem,  “Le  compagnie  commerciali  fiorentine  del  Trecento,”  Archivin 
storico  italiano,  Vol.  96  ( 1938),  p.  53. 

“  de  Roover,  Money,  Banking,  and  Credit,  p.  30. 
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existence*  of  a  single  family  partnership.  The  case  of  the  Alht*rti 
is  a  good  ilhistration,  hut  there  are  others,  among  them  the  Medici. 

'  V 

According  to  Professor  Sapori,  the  Alberti  account  books  arc 
not  as  well  kept  as  those  of  the  Peruzzi  Company  and  do  not  reach 
the  same  high  level  of  accuracy  and  technical  proficiency The 
bookkeeper  of  the  Alberti,  more  frecpiently  than  the  one  of  the 
Peruzzi,  rounds  off  figures  in  order  to  simplify  computations  and  to 
avoid  minute  fractions.  This  procedure,  of  course,  involves  some 
small  errors  in  calculating  interest  or  in  allocating  profits.  From  the 
■Mberti  account  books,  how(*ver,  one  cannot  adduce  any  evidence 
which  would  lend  support  to  W’erner  Sombart’s  contention  that 
m(*dieval  bookkeepers  were  grosslv  inefficient  and  in(*pt  at  simple 
arithmetic.  Without  exception  the  errors  are  so  insignificant  that 
they  scarcely  affect  results. 

With  respect  to  method,  the  Alberti  account  books  are  not  much 
more  advanced  than  those  of  the  thirteenth  centurv.  Accounts  are 
not  yet  presented  in  bilateral  form,  that  is,  debit  and  credit  side  bv 
side  either  on  two  pages  facing  each  other  or  in  two  columns  on 
the  same  page.  In  the  Alberti  ledgers,  one  still  finds  the  paragraph 
form:  after  an  initial  debit  or  credit  entrx’,  some  space  is  left  blank 
to  write  in  additional  items,  such  as  interest,  and  to  indicate  how 
the  settlement  is  made.  If  the  first  entry*  is  a  payable,  it  invariably 
begins  with  the  words  cic  (were  (he  must  have)  and  the  formula 
(wepji  (Into  (we  have  given  him)  is  used  to  show  how  the  debt  was 
discharged.  If,  on  the  contrary*,  the  initial  entrx*  of  an  account  is 
a  debit  or  a  receivable,  it  starts  with  de  dare  ( he  owes,  literally  “he 
must  give”),  and  the  items  relating  to  payments  received  are 
marked  off  by  the  standard  expression  anne  data  (he  has  given). 
Although  the  Peruzzi  account  books  are  not  yet  in  bilateral  form, 
they  show  some  progress  over  those  of  the  Alberti  in  that  all  debits 
are  grouped  in  the  front  half  of  the  ledger  and  all  credits  in  the 
rear.  This  arrangement  makes  it  somewhat  awkward  to  balance 
and  to  close  an  account,  but  it  avoids  possible  confusion  bv  separat¬ 
ing  clearly  debits  from  credits. 

In  a  recent  book  on  the  history  of  accounting.  Professor  Federigo 
Melis  expresses  the  opinion  that  the  Alberti  accounts  as  well  as 
those  of  the  Peruzzi  are  kept  according  to  all  the  “canons  of 


“  p.  fix. 


r 


34  RAYMOND  DE  ROOVER 

double  entry  bookkeeping.”  Although  I  have  serious  doubts,  he 
may  possibly  be  right  about  the  Peruzzi,  but  he  is  certainly  wrong 
about  the  Alberti.  I  grant  that  the  bilateral  or  Venetian  fonn  of 
accounts  with  the  debit  right  next  to  the  credit  is  not  an  essential 
characteristic  of  double  entry.**'’  Therefore,  the  fact  that  the  ac¬ 
counts  of  the  .\lberti  are  still  in  paragraph  form,  with  the  debit  be¬ 
neath  the  credit  or  vice  versa,  is  not  conclusive  evidence  one  way 
or  the  other.  However,  there  is  no  double  entry  unless  other  re¬ 
quirements  are  met.  For  one  thing,  it  is  essential  that  each  transac¬ 
tion  be  recorded  twice,  once  on  the  debit  side  and  once  on  the 
credit  side.  This  rule  is  not  observed  throughout  in  the  Alberti 
account  books  and  careful  examination  reveals  that  there  are  many 
debit  entries  without  a  corresponding  credit,  or  \  ice  versa.  In  order 
to  have  double  entry,  it  is  also  necessarv  that  there  be  an  integra¬ 
ted  sy  stem  of  accounts  to  record  operating  results  as  well  as  changes 
in  the  composition  of  assets  and  liabilities.  This  is  not  the  case  with 
the  lihro  se^rcto  of  the  Alberti  Company.  .\t  the  end  of  a  fiscal 
period,  profits  are  determined  by  deducting  liabilities  and  the  part¬ 
ners’  initial  investment  from  total  assets.  Provision  is  also  made  for 
accrued  salaries  in  order  to  arrive  at  the  amount  of  net  earnings 
available  for  distribution  among  the  partners.  While  this  procedure 
is  correct  and  betravs  a  high  level  of  technical  skill,  it  does  not  prove 
the  existence  of  double  entr\\  On  the  contrary,  the  lack  of  any  ac¬ 
counts  for  expenses  and  operating  results  makes  it  impossible  to 
arrive  at  a  balance.  Consequently  the  Alberti  account  books  do  not 
meet  the  test  and  I  conclude  that  they  are  not  kept  in  double  entrv, 
although  thev  denote  a  rather  high  stage  of  development  leading 
gradually  to  the  introduction  of  this  method. 

VT 

Professor  Sapori,  in  his  Introduction,  gives  statistical  data  on 
the  capital  stnicture  of  the  Alberti  Company  and  the  allocation  of 
profits  among  the  partners  from  October  1,  1302,  to  March  25, 
1348.****  His  table  is  prepared  on  the  basis  of  the  provisions  of  the 
partnership  agreement  of  January  1,  1323,  the  text  of  which  is  given 
in  the  Uhro  segreto.  Apparently  he  assumes  that  these  provisions 

“  Federi£;o  Melis,  Storia  della  Ragioneria  (Bologna:  Dott.  Cesare  Zuffi, 
1950),  p.  494. 

“This  point  is  also  granted  by  another  specialist:  Tommaso  Zerbi,  Lc 
origini  della  partita  doppia  (Milan,  1952),  p.  50. 

“  Alherti,  pp.  xxix-xxxiii,  and  Studi,  pp.  985-991. 
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were  in  effect  prior  to  1323  and  continued  to  set  the  pattern  for  later 
contracts.  In  going  through  the  Alberti  account  books  carefully,  I 
have  come  to  the  conclusion  that  this  assumption  is  correct  only 
from  1323  onward,  but  does  not  apply  to  the  period  before  1323.  As 
a  matter  of  fact,  the  articles  of  1323,  far  from  continuing  existing 
arrangements,  brought  about  important  changes  in  the  capital  struc¬ 
ture  and  the  division  of  profits.  Consecpiently  Professor  Sapori’s 
figures,  while  accurate  after  1323,  need  revision  up  to  this  date. 

The  agreement  of  1323  set  up  a  corpo,  or  nominal  capital,  of 
£25, (KK)  (iffiohno  divided  into  twenty-five  shares  of  £1,(KK)  ajf.  each. 
Of  these  twentv-five  shares,  eleven  shares  were  allotted  to  Al¬ 
berto  di  Jacopo  degli  Alberti  del  Giudice  and  his  three  sons,  Jacopo, 
Nerozzo,  and  Francesco;  four  to  Neri,  Alberto’s  brother;  and  ten 
to  Caroccio  and  Duccio,  the  two  sons  of  the  late  Lapo,  the  third  of 
the  Alberti  brothers.*’*  In  accordance  with  the  articles  of  associa¬ 
tion,  profits  as  well  as  losses  were  to  be  divided  among  the  partners 
in  proportion  to  their  shares.  The  articles  further  provided  that  the 
books  wert'  to  b('  closi'd  every  two  years  in  order  to  determine  profit 
or  loss  and  to  divide  it  among  the  partners.  This  provision  seems 
to  have  been  carried  out,  since  the  libro  segrcto  contains  statements 
for  1.325,  1327,  and  1329  when  the  record  ends.  \o  article  deter¬ 
mines  what  happened  to  a  partner  who  failed  to  supply  Ins  full 
cjuota  of  the  corpo,  but  the  lihro  scprcto  reveals  in  several  instances 
that  such  a  partner  was  penalized  and  charged  interest  at  8  per  cent 
a  year  on  the  deficiency.**^  On  the  other  hand,  a  partner  who  in¬ 
vested  additional  funds  fiiori  del  corpo,  or  bevond  his  cpiota  in  the 
corpo,  was  entitled  to  a  return  of  8  per  cent  on  this  surplus.**” 

Similar  provisions  are  found  in  the  partnership  agreements  of 
the  Pernzzi  Company,  and  it  is  thus  understandable  that  Professor 
Sapori  considered  such  an  arrangement  as  typical.  He  w'as  led  to  as¬ 
sume  that,  already  before  1323,  the  Alberti  Company  had  a  corpo, 

Tlt<*  ti'xt  of  this  contract  is  given  in  the  lihro  se^rcto  ( Alberti,  pp.  28- 

29). 

For  instance,  Neri  cli  Jacopo  who  had  been  remiss  in  paving  up  his 
cjuota  of  £4,000  off.  was  cliargc*cl  as  nuicli  as  £238  aff.  for  interest  when  the 
ImioIcs  w’ere  closc'd  on  August  1.5,  1325  (Alberti,  p.  89).  Two  years  later,  £236 
(iff.  were  written  to  tlie  debit  of  his  account  for  the  same  reason  (Alberti,  p. 
91 ).  In  Xovembc'r,  1329,  Neri  having  died  in  1.328,  interest  at  8  per  cent 
per  annum  was  charged  to  his  sons,  Agnolo  and  Francesco,  who  had  over¬ 
drawn  like  their  father  (Alberti,  p.  93). 

"•  See,  for  example,  the  account  of  Caroccio  cli  Lapo  who.  on  Novemlx>r 
1,  1327,  received  interest  at  the  rate  of  8  pt>r  cent  on  earnings  reinvested  in 
1325  (Alberti,  p.  31 ). 
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or  fixed  capital,  and  a  sopraccorpo,  or  surplus,  on  which  interest 
was  paid.  However,  careful  investigation  does  not  substantiate 
such  an  assumption.  On  the  contrarv',  it  shows  that  the  procedure 
followed  in  dividing  the  profits  was  entirely  different  before  and 
after  1323  and  that  a  fixed  capital  or  corpo  was  not  set  up  until  that 
year. 

No  mention  of  a  corpo  is  found  in  the  partnership  agreement  of 
January  1,  1.308.  The  text  is  not  very  clear,  but  it  states  that  the 
partners  were  expected  to  invest  all  their  mobile,  or  available  funds, 
in  the  company  without  fixing  any  specific  amount.'^®  On  this  in¬ 
vestment  they  were  entitled  to  receive  a  return  of  8  per  cent,  if 
earned.  Remaining  or  extra  profits  were  then  to  be  divided  ac¬ 
cording  to  the  following  ratio:  three-tenths  to  each  of  the  three 
.\lberti  brothers  and  one-tenth  to  Jacopo,  the  son  of  Alberto,  the 
eldest  of  the  brothers.  Between  1302  and  1323,  the  allocation  of 
surplus  profits  —  beyond  the  8  per  cent  of  regular  dividend  —  was 
changed  several  times,  usuallv  at  each  fenewal  of  the  partnership 
agreement.’*  ' 

Although  the  articles  of  1-308  are  rather  vague,  the  entries  in  the 
account  book  confirm  that  the  partners  receivc'd  first  8  per  cent  on 
total  investment,  or  more  preciselv  on  the  credit  balance  at  the  be¬ 
ginning  of  each  year,  and  next  a  share  in  the  remaining  profits  ac¬ 
cording  to  a  predetermined  ratio  which,  as  point(*d  out,  varied  in  the 
course  of  time.  Conclusive  evidence  is  given  in  Table  4  which  is 
an  account  with  running  balances  of  the  principal  partner,  Alberto 
di  Jacopo  degli  Alberti.’-  It  extends  over  a  period  of  three  vears, 
from  Januarv  1,  1.307  to  Januarv  1,  1310,  and  shows  how  the  regular 
dividend  of  8  per  cent  was  computed  each  vear  on  the  total  credit 
balance  on  Januarv  1.  Since  the  essential  figures  of  this  table  corre¬ 
spond  to  those  of  the  lihro  segreto,  it  is  impossible  that  a  different 

™  The  word  mobile  probably  refers  to  any  funds  not  yet  tied  up  in  real 
estate  and,  consequently,  available  for  investment  in  business. 

F’rom  1'3()2  to  1.3()4,  surplus  profits  were  divided  on  the  following  basis: 
three-elevenths  to  each  of  the  three  Alberti  brothers  and  one-eleventh  to  each 
of  the  two  outsiders.  When  the  latter  withdrew,  surplus  profits  were  for  a 
while  divided  equallv  among  the  three  brothers.  This  system  was  changed 
again  in  1.307  or  1308  when  Jacopo,  the  son  of  Allierto,  joined  the  partnership, 
and  the  above  ratios  were  adopted.  They  remained  in  force  for  several  years, 
at  least  until  131.5.  In  1319,  the  death  of  Lapo,  the  first  of  the  three  brothers 
to  die,  brought  about  another  reshuffling  of  the  shares.  A  last  adjustment  was 
made  in  1321  before  the  complete  overhaul  of  the  system  of  profit  distribution 
in  132.3. 

I  have  prepared  similar  tables  for  the  two  other  brothers:  they  show  the 
same  results. 
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TABLE  4 


Analysis  of  the  Account  of  Alberto  di  Jac:opo  Degli  Alberti 
DEL  GiUDICE  from  JANUARY  1,  1307,  TO  JANUARY  1,  1310 


£ 

•t. 

d. 

aff. 

(Tedit  balance  on  January  1,  1307 

19,628 

16 

0 

Cr. 

Interest  8/6,  one  year,  on  £19,628  aff. 

1,570 

5 

0 

Cr. 

Subtotal 

21,199 

1 

0 

Cr. 

Deduct:  drawings  during  the  year  1307 

927 

15 

4 

Dr. 

(Tedit  balance  on  Januarx’  1,  1308 

20,271 

5 

8 

Cr. 

Add:  interest  H%,  one  year,  on  £20,271  aff. 

1,621 

14 

0 

Cr. 

Subtotal 

21,892 

19 

8 

Cr. 

Deduct:  drawings  during  the  year  1308 

2.595 

10 

3 

Dr. 

Credit  balance  on  January  1,  1309 

Add : 

19,297 

9 

5 

Cr. 

Interest  8%,  one  year,  on  £19,297 

1,543 

16 

0 

c:r. 

Share  of  .Alberto  in  surplus  profits  (3/10) 

3,773 

5 

0 

Cr. 

Share  of  his  son,  Jarxipo  d’AllK*rto  (1  TO) 

1,257 

15 

0 

Cr. 

Subtotal 

25,872 

5 

5 

Cr. 

Deduct:  drawings  during  the  year  1309 

9,542 

11 

6 

Dr. 

Credit  balance  on  Januarx’  1,  1310 

16,329 

13 

11 

Cr. 

SoiRi  t;  /  lihri  dealt  Alhrrti  del  Giudice,  Armando  Sa[X>ri,  ed.  (Milan,  1952),  pp.  4  5 
and  8. 

procrdure  might  have  been  followed  by  the  Alberti."'*  There  can, 
therefore,  he  no  doubt  that  profits  from  1302  to  1323  were  distrib¬ 
uted  according  to  the  system  described  above  and  not  according  to 
the  one  established  hv  the  partnership  agreement  of  1323.  More¬ 
over,  it  is  not  until  then  that,  in  the  libro  scgreto,  separate  accounts 
were  opened  for  the  share  of  each  partner  in  the  corpo.~* 

This  change  in  procedure  is  indicative  of  a  more  important  change 
in  policy.  What  was  the  reason  for  this  adjustment?  Presumably  its 

The  account  and  the  table  do  not  correspond  exactly.  Thus  the  account 
in  the  Uhro  sepreto  gives  only  £3,165  10s.  aff.  as  the  amount  credited  for  in¬ 
terest  during  two  years,  1308  and  1309,  without  breaking  doxxm  this  total.  The 
table  shows  how  this  total  is  made  up  and  how  interest  was  actually  cx)m- 


puted : 

£  s.  (I.  aff. 

Interest  for  1308,  8  per  cent  on  £20,271  1,621  14  0 

Interest  for  1309,  8  per  cent  on  £19,297  _ 

Total  3,165  10  0 


Since  the  two  totals  are  identical,  computations  must  be  considered  as  correct. 
Alberti,  pp.  29-30. 
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purpose  was  to  force  one  of  the  partners  to  maintain  a  suitable 
ecjuity  in  the  business.  The  Hhro  segrcio  discloses  that,  durinif  the 
period  from  1302  to  1323,  Neri  was  constantly  drawing  money  out, 
so  that  his  equity  was  dwindling.  The  pre\  ailing  system  of  profit  dis¬ 
tribution  permitted  him  to  share  in  surplus  profits  without  keeping 
adequate  funds  invested  in  the  company.  The  partnership  agree¬ 
ment  of  1323  put  an  end  to  this  possibility  by  fixing  Neri’s  share  in 
the  corpo,  or  capital,  at  £4,(X)0  affiorino.  We  know  that  Xeri  —  and 
his  sons  after  his  death  —  vyas  charged  interest  as  a  penalty  for  his 
inability  to  fill  this  quota  (see  .\ppendix,  statements  X'os.  8,  9,  anti 
10 The  new  system  introduced  in  1323  was  thus  only  partly 
successful  in  discouraging  a  partner  from  letting  his  equitv’  fall  be¬ 
low  his  assigned  share  in  the  corpo  or  capital. 

The  system  of  profit  distribution  used  by  the  .\lberti  from  1302  to 
1323  is  by  no  means  confined  to  them.  It  was  also  used  by  Floren¬ 
tine  companies  in  the  thirk'enth  century,  for  example,  by  that  of 
Sassetto  Azzi.  In  1279,  Gentile  de’Sassetti,  who  had  £2,583  12s.  di 
piccioli  inv’ested  in  this  company,  received  a  return  of  8  per  cent 
(prode),  or  £206  13s.  di  piccioli,  plus  a  share  in  tlie  surplus  profits 
{guadagno)  of  £720  di  piccioli.’^'  The  case  is  somewhat  similar  to 
that  of  participating  preferred  stock  entitled  to  a  regular  dividend 
of  8  per  cent,  let  us  say,  and  then  to  an  extra-dividend,  if  there  are 
any  excess  profits  after  paying  a  regular  dividend  to  the  common 
stock.  Sometimes  the  provisions  of  partnership  agreements  regard¬ 
ing  the  distribution  of  profits  or  losses  were  quite  complicated.  In 
the  case  of  the  Albizzi  Company,  the  contract  of  1347  first  created 
a  corpo  of  £10,000  ofporiuo  and  specified  how  much  each  partner 
was  expected  to  contribute.’^  It  then  stipulated  that  half  the  profits 
were  to  be  shared  in  proportion  to  investment,  but  without  exceed¬ 
ing  a  return  of  12  per  cent.  Tlie  other  half  of  the  profits  was  then  to 
be  divided  into  twentx  -two  shares  of  which  one  of  the  five  partners 
w'as  allotted  eleven  shares,  three  partners  each  three  shares,  and  the 
fifth  partner  only  two  shares.  Losses,  if  any,  were  to  be  apportioned 
according  to  the  same  svvstem.  As  these  examples  show,  there  were 

”  Alberti,  pp.  89,  91,  and  93. 

™  Arrigo  Ca.stellani,  ed.,  Suovi  testi  jiorcntini  del  Dugeuto  (Florence,  1952), 
pp.  296,  306,  and  325. 

"  Xewberry  Library  (Chicago,  Illinois),  MS  27  (52-2267),  fol.  34. 
This  is  the  private  account  hook  of  Pepo  d’Antonio  di  Lando  degli  .Alhizzi,  one 
of  the  partners  of  the  company.  These  partners  were  a  father  and  his  four  sons. 
Three  of  them,  including  the  father,  died  from  the  plague  in  1.348:  only  Pepo 
and  Jacopo  d’Antonio  survived.  This  partnership  was  quite  successful;  in  1345, 
it  secured  a  return  of  nearly  .33  per  cent  on  investment. 
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no  hartl  and  fast  rules  about  the  distribution  of  profits  in  the  Floren¬ 
tine  companies.  As  today,  such  rules  depended  upon  the  circum¬ 
stances  of  each  particular  case  and  varied  necessarily  from  one  part¬ 
nership  to  another. 


VII 

In  Professor  Sapori’s  Introductiiai,  an  attempt  is  made  to  deter¬ 
mine  the  return  on  invested  capital  on  the  basis  of  the  financial 
statements  found  in  the  Ubro  se^rcto  (1302-1329)  of  the  Alberti 
Company  and  of  the  data  found  in  the  private  account  book  ( 133-3- 
1-348)  of  Caroccio  di  Lapo.^^  The  results  of  such  attempts,  of 
course,  depend  upon  the  method  followed  in  computing  the  rate 
of  return.  Different  methods  will  yield  different  results.  Professor 
Sapori’s  figures,  for  the  period  from  1.302  to  1-323  at  least,  are  open 
to  challenge,  since  they  are  based  on  the  assumed  evistence  of  a 
corpo  which  is  much  less  than  the  owners’  eejuity.  He  thus  tends  to 
obtain  a  rate  of  return  which  is  too  high,  in  my  opinion.  For  the 
period  under  consideration,  the  most  sensible  way,  it  seems,  is 
to  figure  the  ratio  of  profits  to  equiU',  to  adjust  this  ratio  to  a  year’s 
average,  and  then  to  add  8  per  cent,  since  the  partners  were  entitled 
to  8  per  cent  prior  to  any  division  of  profits.  In  following  this 
method,  1  obtain  for  the  period  from  September  20,  1-304,  to  Janu¬ 
ary  1,  1.307,  covered  by  the  second  financial  statement,  a  ratio  of 
profits  to  equity  of  26  per  cent  for  27  months,  which  corresponds 
to  11.4  per  cent  a  year  (Appendix,  statement  No.  2).  By  adding 
8  per  cent.  I  get  a  return  of  19.4  per  cent,  whereas  Professor  Sapori’s 
figure  is  51.86  per  cent,  which  is,  in  my  opinion,  outside  the  range 
of  probability.  The  next  statement  was  not  drawn  up  until  three 
years  later.  It  shows  that  the  rate  of  profits  to  equity  was  about 
24  per  cent,  or  an  average  per  year  of  8  per  cent  ( Appendix,  state¬ 
ment  No.  3).  .\fter  adding  the  usual  8  per  cent  for  the  regular 
dividend,  I  fintl  a  rate  of  return  of  16  per  cent  in  contrast  to  Pro¬ 
fessor  Sapori’s  41.9  per  cent. 

From  1310  to  1319,  the  Alberti  Company  operated  at  a  loss  and 
barely  avoided  going  into  bankruptcy.  With  negative  results,  there 
is  not  much  point  in  figuring  out  profit  ratios.  Perhaps  it  should  be 
observed  that  regular  dividend  payments,  that  is,  of  the  8  per  cent, 
were  interrupted  only  during  the  worst  of  the  crisis.  Between  1315 
and  1319,  there  actually  was  a  slight  profit,  since  losses  appeared 
only  after  paying  8  per  cent  to  the  partners. 

Alberti,  pp.  xxix-xxxiii. 
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After  1319  business  picked  up  again.  In  1321,  the  .\lberti  partners 
were  able  to  divide  a  handsome  profit  after  receiving  their  custom¬ 
ary  8  per  cent.  According  to  my  figures,  the  ratio  of  profits  to 
equity  was  about  12.7  per  cent  for  two  vears  or  6.35  per  cent  for 
one  year  (Appendix,  statement  No.  6).  With  the  addition  of  8  per 
cent,  the  rate  of  return  was  consequently  14.3  per  cent,  which  is 
higher  than  Sapori’s  figure  of  10.4  per  cent.  In  the  next  year  and 
a  half,  earnings  declined  somewhat  and  the  rate  of  return,  including 
the  usual  8  per  cent,  dropped  to  9.6  per  cent  on  ecjuit)’.  Sapori 
gives  2.96  per  cent,  which  is  lower  than  my  figure  because  he 
does  not  include  the  normal  return  of  8  per  cent.  On  the  whole. 
Professor  Sapori’s  method  results  in  rates  of  return  which  are  either 
higher  or  low^r  than  mine  and  are  subject  to  much  greater  fluctua¬ 
tions. 

The  partnership  agreement  of  1323,  the  reader  will  recall,  estab¬ 
lished  a  corpo,  or  nominal  capital,  of  £25,000  affiorino.~'*  From 
then  on.  Professor  Sapori’s  figures  acquire  more  meaning.  Never¬ 
theless,  it  should  perhaps  be  pointed  out  that  capital  and  equity 
do  not  necessarily  correspond.  In  the  course  of  time,  equity  is  likely 
to  rise  or  fail  in  relation  to  capital  because  of  the  accumulation  of 
profits  or  losses,  not  to  mention  withdrawals  or  additional  deposits. 
Then  there  is  the  legal  problem  whether  or  not  deposits  fuori  del 
corpo,  or  outside  the  capital,  should  be  regarded  as  part  of  the 
equity.  Perhaps  these  legal  distinctions  should  be  disregarded  and 
perhaps  not.  In  any  case.  Professor  Sapori  chose  to  work  with  the 
corpo,  or  nominal  capital,  and  we  may  as  well  accept  his  decision. 
Any  other  choice  might  have  been  just  as  arbitrary.  According  to 
his  computations,  the  average  rate  of  return  was  12.5  per  cent  from 
January  1,  1323,  to  .\ugust  15,  1325,  and  20  per  cent  from  August  15, 
1325,  to  November  1,  1329.  Using  a  different  method,  I  obtain  14.8 
per  cent  and  22.6  per  cent,  respectively  (Appendix,  statements  Nos. 
8  and  9).  The  two  sets  of  figures  are  not  far  apart.  For  the  two  years, 
from  November  1,  1327,  to  November  1,  1329,  Professor  Sapori  does 
not  give  any  data,  but  I  obtain  an  average  return  of  16.8  per  cent  by 
using  his  method  and  13.5  per  cent  by  using  mine. 

In  1323,  when  the  corpo  of  £25,000  affiorino  was  created,  the 
owners’  equity'  really  amounted  to  £30,465  12s.  Id.  off.  Table  5), 
because  the  investment  of  several  partners  exceeded  their  quotas. 

™  This  amount  of  £25,000  aff.  corresponds  to  about  $69,000  in  gold  at  the 
rate  of  $2.76  per  pound  affiorino.  Let  us  not  forget,  however,  that  purchasing 
power  was  much  greater  in  1323  than  in  1957. 
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TABLE  5 


Composition  of  the  Ec^eity,  CORPO  and  SOPRACCORPO  Com¬ 
bined,  OF  THE  Alberti  Company  on  January  1,  1323 


CorjK)  or  N'oniinal  Capital: 

Alberto  cli  Messer  Jacopo  del  Giudice 
Neri  di  Messer  Jacf)po,  his  brother 
C-aroccio  and  Duccio  di  Lapo,  their  nephews 
Jacopo,  Alberto’s  son 
Nero/zo,  Alberto’s  second  son 
Francesco,  Alln-rto’s  third  son 


Total  of  the  corpn 


Atld:  deposits  ftiori  del  corpo,  or 

outside  the  ca 

pital 

1 

s. 

d. 

Alberto  di  Jacopo 

2,138 

4 

11 

Jacopo  d’.Alherto 

1,816 

10 

6 

Caroccio  and  Duccio 

2,361 

9 

9 

Subtotal 

6,316 

5 

2 

Deduct:  debit  balance  of  Neri 

850 

13 

1 

Total  of  sopraccorpo 

Total  equity 


£  *.  d.  aff. 

8,0(K)  0  0 

4,(KK)  0  0 

10,000  0  0 

1,000  0  0 

1,000  0  0 

1,0(K)  0  0 

25,(KK)  0  0 


5,465  12  1 

30^465“l2“’r 


SoincF. ;  I  libri  dpgfi  Alberti  del  Giudice,  Armando  Sapori,  ed.  (Milan,  1952),  pp.  23,  24, 
25  and  29  30. 


Only  Neri  cli  Jacopo  was  unable  to  put  up  the  required  sum.  In 
order  to  enable  him  to  do  so,  his  brother  Alberto  and  his  nephews 
Caroccio  and  Duccio  purchased  for  £1,450  aff.  Xeri’s  third  share 
in  a  farm  (podcre)  located  in  Legnaia  at  the  gates  of  Florence.®” 
This  transaction  was  to  no  avail:  soon  Neri  relapsed  into  his  old 
habit  of  overdrawing,  therebv  impoverishing  himself  more  and  more. 

The  entries  in  the  lihro  scf^reto  come  abruptly  to  an  end  in  1329 
with  the  death  of  Alberto  di  Jacopo  degli  Alberti  del  Giudice.  There 
follows  a  gap  of  several  years  in  the  records,  since  the  private  ledger 
of  Caroccio  di  Lapo,  Alberto’s  nephew,  does  not  contain  informa¬ 
tion  antedating  13.33.  At  that  time,  the  share  of  Lapo’s  sons,  that 
is,  Caroccio  and  his  two  brothers,  in  the  owners’  equity  amounted 
to  £32,608  18.S.  6d.  aff.,  of  which  £22,300  aff.  were  part  of  the  corpo 
and  £10,-308  18.9.  fkl.,  representing  the  balance,  were  placed  on 
deposit  fuori  del  corpo,  or  outside  the  corpo.^^  .\pparently,  the 
system  of  dividing  earnings  had  been  changed  again  between  1.329 

.Mhcrti,  pp.  2.3,  24,  and  25. 

"  I  hid.,  p.  165. 
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and  1333.  Part  of  them  were  divided  as  before  in  proportion  to 
investment  in  the  corpo,  but  the  remainder  was  apportioned  on  a 
different  basis  in  order  to  remunerate  the  partners  for  their  “indus¬ 
try,”  that  is,  for  their  services.  Presumably  partners  who  took  an 
active  part  in  the  management  received  a  higher  share  than  those 
who  were  merely  interested  in  what  we  would  call  dividends.'^- 
Unfortunately  the  private  records  of  Caroccio  do  not  give  any 
clue  regarding  the  operation  of  this  new  svstem.  Thev  tell  us,  for 
example,  that  in  1340  Caroccio  came  in  for  six  shares,  but  this 
information  is  of  little  use,  since  we  do  not  know  the  total  number 
of  shares  and  their  distribution  among  the  partners.^^ 

According  to  Professor  Sapori,  the  period  from  1333  to  1348  was 
less  lucrative  than  the  earlier  one.  Rates  of  return  varied  from  a 
minimum  of  3.65  per  cent  to  a  maximum  of  14.18  per  cent.^*  His 
figures,  however,  include  only  what  the  partners  received  on  in¬ 
vestment  and  not  what  they  collected  besides  in  reward  for  their 
services.  The  question  may  be  raised  whether  this  remuneration 
should  be  included  or  excluded. 

Summaries  of  the  balance  sheets  or  rather  the  financial  state¬ 
ments  contained  in  the  libro  sc^rcto  of  the  Alberti  Company  are 
published  in  the  Appendix.  They  cover  a  period  extending  from 
1302  to  1329.  According  to  these  data,  the  Alberti  Company  pros¬ 
pered  from  1302  to  1310  and  from  1319  to  1329.  In  the  intervening 
time,  it  faced  a  crisis  which  nearly  wrecked  the  firm.  The  state¬ 
ments  also  reveal  great  changes  in  business  prospects  from  year  to 
year.  Contrary  to  a  widespread  belief,  the  Middle  Ages  were  not 
static,  but  as  dynamic  as  modern  times. 

The  arrangements  of  the  statements  may  be  somewhat  unfamiliar 
to  a  modern  accountant.  This  defect  is  due  to  the  state  of  the 
source  material:  it  is  sometimes  difficult  to  know  what  certain  items 
represent.  Moreover,  medieval  bookkeepers  often  did  queer  things. 
Perhaps  they  had  good  reasons  for  doing  what  they  did,  but  we  no 
longer  understand  their  practices  because  we  have  a  different  point 
of  view  and  accounting  has  progressed  since  the  Middle  Ages. 

It  would  be  dangerous,  of  course,  to  draw  general  conclusions 
from  the  figures  presented  here  about  the  profitableness  of  business 

This  system  was  probably  introduced  in  order  to  favor  Messer  Agnolo, 
the  bead  of  the  firm,  who,  being  Neri’s  son,  liad  a  very  small  eejuity  in  the 
business.  Alberti,  pp.  169,  173,  and  182. 

“  Alberti,  p.  173.  However,  in  1345,  Caroccio  was  entitled  to  five  shares 
out  of  a  total  of  eighteen. 

^Alberti,  pp.  xxxii-xxxiii,  and  Stucli,  pp.  990-991. 
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or  the  productivity  of  capital  in  the  Middle  Ages.  Data  concerning 
a  sin  flic  firm  are  of  little  value  for  such  a  purpose.  Furthermore, 
how  is  it  possible  to  separate  return  on  investment  from  remunera¬ 
tion  for  management  except  in  an  arhitrarv  way?  In  anv  case, 
the  earnings  of  the  Alberti  Company  were  not  excessive  and  never 
exceeded  a  maximum  of  22.6  per  cent  on  invested  capital.  Besides, 
there  were  losses  in  several  years  to  compensate  for  the  profits. 
Regarding  earning  capacity,  the  only  statement  which  it  is  probably 
safe  to  make  is  that  the  Alberti,  like  other  medieval  merchants, 
were  confronted  with  great  risks  and  had  to  be  clever  managers 
in  order  to  avoid  kisses  and  get  a  fair  return  on  investment.  As  an 
old  proverb  says,  it  is  always  easier  to  lose  than  to  gain. 

VIII 

Account  books,  of  course,  are  rather  disappointing,  if  one  looks 
for  information  on  business  policv.  Nevertheless,  skillful  use  of 
such  material  makes  it  possible  to  discover  a  few  clues. 

As  already  mentioned  the  original  partners  of  the  .\lberti  Com¬ 
pany  were  three  brothers  (Alberto,  Neri,  and  Lapo)  and  two  out¬ 
siders  (Spiglia  Ruggerini  and  Tieri  di  Messer  Ridolfo).  Most 
likelv  these  outsiders  were  taken  into  the  firm  to  act  as  advisors, 
since  the  .Alberti  brothers,  in  1302,  were  still  young  and  inexperi¬ 
enced.  Before  this  partnership  was  terminated  in  September,  1304, 
Spiglia  Ruggerini  withdrew  in  anger,  possibly  because  his  advice 
was  disregarded.”®  Tieri  di  Messer  Ridolfo,  on  the  contrary,  stayed 
on  until  November,  1307,  but  onlv  in  an  advisorx’  capacitv  and  no 
longer  as  a  partner.”®  He  was  for  a  time  in  charge  of  the  Venetian 
branch;  perhaps  he  helped  to  organize  it.  For  these  services  he 
was  granted  an  exceptional  allowance  of  £500  aff. 

From  then  on,  leadership  was  assumed  by  Alberto  di  Jacopo,  the 
eldest  of  the  three  brothers,  and  it  seems  that  it  was  never  chal¬ 
lenged  by  his  partners.  Perhaps  he  never  took  a  major  decision 
without  first  consulting  them.  Nevertheless  the  records  give  the 
impression  that  it  was  unquestionably  Alberto  who  ran  the  busi¬ 
ness.  Lapo,  as  we  know,  also  took  an  active  part  in  the  manage¬ 
ment,  but  in  a  subordinate  position.”^  As  for  Neri,  he  was  probably 
carried  along  more  as  a  liability  than  as  an  asset.  Far  from  making 

Alhcrti,  p.  xxxiv,  and  Sttidi,  pp.  992-993. 

**  Alhcrti,  p.  4. 

Ihid.,  p.  37. 
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any  useful  contribution,  he  created  a  problem  by  li\’ing  bejond  his 
means  and  by  dipping  steadily  into  his  equity. 

When  Alberto  died  in  1328  or  1329,  he  was  nevertheless  succeeded 
as  head  of  the  firm  by  Neri’s  son,  Messer  Agnolo.  It  is  difficult  to 
know  whether  the  latter  was  chosen  for  his  ability  or  as  a  compro¬ 
mise.  In  any  case,  as  long  as  he  remained  at  the  head  of  the  firm, 
from  1329  to  1343,  he  prevented  any  serious  rift  among  the  part¬ 
ners.  Within  three  years  from  his  retirement,  the  old  family  business 
fell  apart  and  broke  up  into  rival  firms. 

As  stated  above,  the  balance  sheet  of  January'  1,  1310,  was  the 
last  to  show  profits  until  business  conditions  improved  after  1315. 
These  were  years  of  warfare  because  of  the  Italian  expedition  of 
Emperor  Henry  VII  (reigned  1308-1313)  and  the  attacks  on  Flor¬ 
ence  (1314-1315)  of  Uguccione  della  Faggiuola  who  had  made 
himself  lord  of  Pisa.  By  cutting  trade  routes  to  France,  these  cam¬ 
paigns  certainly  interfered  with  the  normal  conduct  of  business.^^ 
Besides,  as  we  have  seen,  the  Alberti,  like  other  cloth  dealers,  were 
hard  hit  by  the  rise  of  a  native  woolen  industry.  Professor  Sapori 
is  full  of  praise  for  the  way  in  which  the  Alberti  met  these  difficul¬ 
ties  and  managed  to  preserve  their  credit.  Their  success  was  due, 
according  to  him,  to  the  self-sacrificing  spirit  of  the  partners.*^" 
This  may  be  true  to  a  large  extent,  and  there  is  no  doubt  that  the 
Alberti  took  energetic  measures  to  marshal  their  resources. 

One  of  the  first  victims  of  the  crisis  was  Neri:  as  early  as  1310, 
he  was  forced  to  rebuild  his  depleted  equity  and  to  turn  over  to 
the  firm  £10,000  aff.  in  landed  property Next,  since  there  were 
losses  instead  of  profits,  the  partners  had  to  forego  from  January  1, 
1312,  onward  their  usual  return  of  8  per  cent  on  invested  capital.’*' 
Pavment  of  such  a  return  was  not  resumed  until  1316.’*-  .\s  these 
remedies  were  insufficient,  the  partners  decided  to  pool  all  their 
property,  including  their  landed  estates.  This  measure  extended 
even  to  a  parcel  of  pearls,  belonging  privately  to  Alberto  and  Lapo, 
which  were  sold  to  raise  much-needed  cash.  When  the  family 
property  was  redivided  among  the  three  brothers,  each  of  them 
received  £13,471  13s.  2d.  aff.  If  the  figures  in  the  libro  segreto  can 

There  were  alternative  routes  w'hich  the  Alberti  seem  to  have  used. 

*  Alberti,  pp.  xxxvii-xxxviii,  and  Studi,  pp.  996-997. 

Alberti,  p.  12. 

”  Ibid.,  pp.  12-13. 

“  Ibid.,  pp.  14-16. 
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be  trusted,  the  crisis  had  reduced  the  fortune  of  the  Alberti  from 
£71,700  aff.  to  £40,415  aff.,  a  loss  of  about  44  per  cent.^^ 

The  partners  were  not  the  onlv  ones  who  were  asked  to  make 
sacrifices.  Because  of  “bad  times  and  wars,”  no  interest  was  credited 
to  depositors  from  January  1,  1312,  to  January  1,  In  the 

Middle  Ages,  on  account  of  the  usury  prohibition,  interest  on  bank 
deposits  was  a  gift  and  was  not  recoverable  at  law.  Of  course, 
banking  houses  hesitated  to  suspend  interest  payments  because  it 
might  undermine  confidence  and  induce  depositors  to  ask  for  re¬ 
payment  of  the  principal,  which,  in  a  crisis, .would  make  matters 
worse. 

.\fter  1319,  business  expanded  and  the  family  not  only  recovered 
its  wealth,  but  increased  it.  In  1334,  the  heirs  of  Lapo  alone,  ex¬ 
cluding  consequently  the  other  two  branches  of  the  family,  were  in 
possession  of  an  estate  appraised  at  about  £37,400  aff.  Most  of  this 
money  was  invested  in  the  family  business,  and  only  slightly  over 
10  per  cent  was  tied  up  in  real  estate  (Table  6).  Caroccio,  the 
eldest  of  Lapo’s  three  sons,  received  £11,795  aff.  as  his  share  in 
the  inheritance.*^'  In  subsequent  years,  he  used  his  earnings  in 
business  to  purchase  more  land,  and  it  seems  that  the  other  mem¬ 
bers  of  the  family  did  the  same. 


TABLE  6 

Estate  of  Carcxcio  di  Lapo  and  His  Brothers  in  .\pril  1334 


How  Invested 

Pounds 

affiorino 

Per  Cent 
of  Total 

In  the.corpo  of  the  Alberti  Company 

22,300 

59.6 

On  deposit  with  the  Alberti  Company,  fuori  del  corpo 
or  as  surplus 

10, .309 

27.6 

In  real  estate,  chiefly  farms  (poderi) 

4,785 

12.8 

Total 

'37,394~ 

100.0 

Source:  I  libri  degli  Alberti  del  Giudice,  Armando  Sapori,  ed.,  p.  166. 


In  the  opening  years  of  the  fourteenth  century,  as  we  have  seen, 
the  Alberti  were  mainly  geared  to  the  cloth  trade  with  Flanders 
and  Champagne.  After  1320,  they  seemed  to  have  diversified  their 
activities  more  and  more  by  dealing  also  in  wool,  local  cloth,  spices. 

Ibid.,  p.  14.  £40,415  aff.  corresponds  to  $111,545  at  $2.76  per  pound 
afftoriiuK  This  figure  should  be  increased  several  times  because  of  the  differ¬ 
ence  in  purchasing  power. 

“  Ibid.,  p.  120.  See  the  account  of  Cione  and  More  Bonsignori. 
lUd.,  p.  167. 
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and  dyestuffs.  Whether  they  added  banking  to  this  activitv',  the 
extant  records  do  not  reveal,  but  it  is  likely  that  they  did.  At  any 
rate,  the  Alberti  wisely  refrained  from  becoming  entangled  in 
loans  to  princes.'"'  Perhaps  this  policy  explains  why  they  survived 
without  ever  dishonoring  their  blazon  with  the  stain  of  bankruptcy. 
At  one  time  or  another  during  the  period  from  1302  to  1348,  the 
Alberti  had  branches  or  factors  in  Avignon,  Barletta,  Bologna,  Con¬ 
stantinople,  Flanders,  Genoa,  London,  Majorca,  Milan,  Naples,  and 
Venice.  According  to  Professor  Sapori’s  pertinent  remark,  the  ex¬ 
perience  gained  in  operating  a  network  of  foreign  branches  grad¬ 
ually  prepared  the  Alberti  for  their  future  role  of  papal  bankers 
with  international  connections.**' 

On  the  whole,  the  Alberti  were  typical  sedentary  merchants. 
Merchants  of  this  type  throughout  the  half  millenary  of  their 
dominance,  roughlv  from  1300  to  1800,  pursued  the  general  policy 
of  seeking  diversification  as  a  protection  against  high  risks.  Since 
they  tried  to  manage  tht‘ir  business  from  the  countinghouse,  their 
major  problem  was  to  control  agents  in  distant  places.  The  surviving 
records  unfortunately  do  not  disclose  how  the  Alberti  succeeded 
in  solving  this  problem.  Despite  precautions  to  pick  only  reliable 
and  capable  men,  they  sometimes  had  disappointing  experiences, 
as  in  the  case  of  Filippo  di  Schiatta  di  Lippozzo  who  mismanaged 
the  Barletta  branch,  diverted  funds  for  his  own  use,  and  caused  his 
employers  to  lose  over  £1,600 


IX 

The  partnership  contract  of  1308  starts  with  the  formula  “In  the 
name  of  God  and  profit”  (A  nomc  di  Dio  c  p^uadan<inio).'^^^  The 
invocation  at  the  head  of  the  lilno  segreto  is  not  quite  as  blunt,  but 
expresses  the  same  idea.*""  The  same  formula  is  found  in  the  ac¬ 
count  books  of  the  Pratese  merchant,  Francesco  Datini  (died 
1410)101  35  ]3fg  35  253]^  3  partnership  contract  concluded 

Ibid.,  p.  xxxviii,  and  Studi,  p.  997. 

Alberti,  p.  XXV,  and  Studi,  p.  981. 

“  Alberti,  p.  254.  This  is  a  loss  of  about  $4,400  at  the  present  price  of  gold, 
hut  purchasing  power  was  much  greater.  Perhaps,  one  should  multiply  this 
amount  by  ten,  if  not  more. 

'^Alberti,  p.  12.  The  complete  formula  reads  as  follows:  “In  the  name  of 
God  and  of  profit  which  God  will  give  for  the  benefit  of  soul  and  lx)dy.” 

Alberti,  p.  3. 

See  the  recent  and  excellent  book  by  Iris  Origo,  The  Merchant  of  Prato 
(New  York,  1957),  pp.  vii-viii.  This  is  intended  to  be  a  popular  biography, 
but  it  is  so  well  done  that  it  has  real  scholarly  value. 
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by  the  Medici-Tornaquinci  whose  records  are  at  the  Harvard  Grad¬ 
uate  School  of  Business  Administration.*^*-  Its  presence  in  fifteenth- 
century  documents  and  later  led  some  historians  to  believe  that 
its  use  was  a  manifestation  of  the  materialistic  and  pagan  culture 
of  the  Italian  Renaissance.*'*’*  This  explanation,  however,  does  not 
fit  in  with  more  recent  discoveries.  The  Uhro  piccolo  deirasse  of 
the  Alberti  Company  dates  from  1304.  Moreover,  the  use  of  the 
formula  “In  the  name  of  God  and  of  profit”  or  something  similar 
goes  even  further  hack,  and  several  examples  have  recently  been 
found  in  thirteenth-century  account  hooks,  the  earliest  in  1253.*'** 
This  is  not  yet  the  period  of  the  Renaissance,  but  the  golden  age 
of  Saint  Tliomas  Aquinas  (1226-1274),  when  scholastic  philosophy 
md  Christian  ethics  supposedly  dominated  every'  aspect  of  social 
life  and  were  as  yet  uncontaminated  by  the  worldliness  of  humanism. 

The  formula  “In  the  name  of  God  and  of  profit”  may  he  shocking 
according  to  modern  concepts.  The  (piestion  is  whether  it  was  as 
shocking  to  the  man  in  the  Middle  Ages  and  whether  he  found  it 
incongruous  to  associate  the  two.  What  was  the  attitude  of  the 
medieval  moralists  toward  the  merchant? 

.\ccording  to  canon  law,  trade  was  regarded  with  distrust,  be¬ 
cause  its  practice  imperiled  the  salvation  of  the  soul,  since  merchants 
were  commonly  exposed  to  the  temptation  of  greed,  cheating,  and 
usurv,  not  to  mention  adulterv  if  they  were  away  from  home  for  long 
periods,  as  was  often  the  case  with  the  traveling  merchants  of  the 
early  Middle  Ages.*'*’*  By  the  thirteenth  century,  however,  a  change 
in  attitude  is  noticeable.  While  distrust  does  not  entirely  disappear, 
Thomas  Aquinas  recognizes  that,  since  neither  individuals  nor 
countries  are  self-sufficient,  it  is  God’s  will  that  they  should  barter 
or  trade  with  each  other.  Trade,  therefore,  is  not  in  itself  an  evil 
occupation  provided  that  its  prime  purpose  does  not  consist  in 
indefinite  accumulation  of  wealth.  It  becomes  licit;  moderate 

Raymond  de  Roover,  “A  Florentine  Finn  of  Cdoth  Manufacturers,” 
Speculum,  V'ol.  XVI  ( 1941 ),  p.  5. 

S<‘e,  for  example,  the  comments  of  Kurt  S.  Gutkind  on  the  slightly  different 
fonnida  “In  the  name  of  God  and  of  good  fortune”  used  hy  the  historic  Medici: 
Cosinu}  dci  Medici,  Pater  Patriae  (Oxford,  1938),  p.  202. 

“*•  Castellani,  ed.,  \unvi  testi,  p.  207  ( 1253),  p.  210  ( 126.3),  p.  213  ( 1262), 
p.  291  ( 1277),  p.  .3(tt  (1280). 

Cmpus  Juris  Catumici,  Decretum  Gratiani,  canon  Qualitas  Lucri,  Dist. 
V'  De  pnenitentia,  c.  2.  The  subject  of  adultery  is  specifically  mentioned  by 
Saint  Bemardine  of  Siena  ( 1380-1444),  Quadrafi^esimale  De  Evanfielio  Aeterrut, 
sermon  3.3,  art.  2,  cap.  9.  The  saint  uses  strong  language  and  refers  to  merchants 
who,  being  separated  from  their  wives  in  foreign  lands,  “defile  themselves  in 
filth  with  believers  as  well  as  with  infidels.” 
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profits  can  be  justified,  if  the  merchant  plans  ( 1 )  to  support  his 
household  {ad  dojnus  suae  stistentationcrn) ,  (2)  to  aid  the  indigents 
(ad  subvenicndum  indigcntibus),  or  (3)  to  supply  his  country 
with  needed  commodities  from  abroad,  and  if  he  does  not  seek 
profits  for  profits’  sake,  but  as  a  reward  for  his  exertions.*'**' 

To  be  sure,  merchants  rarely  lived  up  to  this  ideal,  but  at  least 
they  did  not  question  the  principle.  The  Alberti,  too,  made  an  en¬ 
deavor  to  comply  with  religious  precepts:  in  the  balance  sheets  of 
1325,  1327,  and  1329,  a  certain  amount  is  set  aside  for  almsgiving 
prior  to  any  allocation  of  profits  to  the  partners  (Appendix,  state¬ 
ments  Nos.  8,  9,  and  10).**’^  Perhaps  this  item  should  have  been 
more  generous;  nevertheless,  “the  Lord’s  poor”  were  not  forgotten. 

Of  course,  it  would  be  wrong  to  view  the  formula  “In  the  name  of 
God  and  of  profits”  as  an  expression  of  cynicism.  In  the  Middle 
Ages,  merchants  might  be  sinners,  but  they  were  believers  like  the 
rest  of  the  population  which  was  not  made  up  of  Saints,  either. 
In  this  respect  the  best  evidence  is  furnished  by  the  numerous  wills 
which  contain  provisions  for  the  restitution  of  usury  and  ill-gotten 
gains.  Neither  can  the  formula  “In  the  name  of  God  and  of  profits” 
be  interpreted  as  a  sign  of  materialism.  It  does  not  imply  that 
profits  became  a  goal  in  themselves.  In  the  longer  invocations  which 
one  often  finds  on  the  first  page  of  account  books,  tlie  true  thought 
of  the  medieval  merchants  is  clearly  revealed.  They  pray  the  Lord 
to  bless  them  with  profits  and  to  shield  them  against  losses.  At  the 
same  time  they  often  ask  Him  to  preserve  them  in  good  health  and 
to  protect  them  against  illness.  Usually  they  end  up  bv  beseeching 
the  Lord  to  save  their  souls.  In  other  words,  our  merchants  expected 
that  God  would  give  them  prosperity  in  this  world  and  eternal  bliss 
in  the  next.  This  is  asking  a  great  deal.  But  is  it  not  human?  Tlie 
same  aspirations  are  in  evidence  in  John  Browne’s  The  Marehants 
Avizo,  a  manual  first  published  in  1589.*****  Here,  too,  the  merchant 
reveals  himself  as  wanting  the  best  of  both  worlds.  Altliough  the. 
author,  a  merchant  and  a  mayor  of  Bristol,  was  a  Protestant,  there 
is  no  perceptible  change  in  moral  outlook.  If  this  is  so,  how  can 
one  still  attribute  the  rise  of  capitalism  to  the  rationalistic  spirit 
fostered  by  the  Reformation? 

Xhomas  ,\quinas,  Summa  theologica,  II,  ii,  qu.  77,  art.  4,  corpus. 

''"Alberti,  pp.  x.xxvi,  78,  84  and  101.  Cf.  Studi,  pp.  994-99.5. 

'""This  manual  was  very  recently  republished:  Patrick  Mc'Grath,  ed..  The 
Marehants  Avizo,  I.  B.  Marchant,  15H9,  “Harvard  Graduate  School  of  Business 
.Administration,  The  Kress  Library  of  Business  and  Economics,”  Publication 
No.  11  (Cambridge,  Mass.,  1957). 
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X 

The  economic  and  business  historian  is  not  a  writer  of  fiction. 
He  is  necessarily  limited  by  the  state  of  his  source  material.  In 
dealing  with  recent  history,  he  may  be  overwhelmed  by  the  size 
of  the  surviving  records  and  his  major  problem  may  be  to  make  a 
selection.  Business  archives  of  the  medieval  period,  however,  are 
likely  to  be  fragmentary.  Instead  of  a  superabundance  of  records, 
there  may  be  a  real  dearth,  and  the  problem  may  be  to  squeeze 
every  bit  of  information  from  the  few  documents  that  still  exist. 
I  know  of  only  two  exceptions:  the  Datini  archives,  which  contain 
about  500  account  books  and  some  150,000  business  letters,  and  the 
Selfridge  collection  of  Medici-Tornaquinci  accounts  and  letter  books 
in  Baker  Librarv',  Harvard  University.  Although  several  historians 
have  had  access  to  both  of  these  collections,  they  have  barely  been 
tapped  and  much  remains  to  be  done.  In  the  case  of  the  ruling 
Medici,  the  greatest  merchant-bankers  of  the  fifteenth  century,  the 
surviving  records  have  so  manv  gaps  that  the  story  will  have  to  be 
pieced  together  from  scattered  sources. 

W'ith  regard  to  the  Alberti,  only  incomplete  account  books  have 
escaped  destruction.  These  arc  just  a  few  scraps,  but  it  is  amazing 
how  much  it  is  possible  to  extract  from  material  which,  at  first 
sight,  promises  to  yield  quantitative  data  only. 

Despite  the  lapst  of  time,  it  is  perhaps  astounding  that  basic 
problems  of  poliev  and  management  remain  virtually  the  same. 
Like  the  businessman  lodav,  the  medieval  merchant  rarely  enjoyed 
a  well-entrenched  monopoly  position;  his  problem  usually  was  to 
earn  profits  in  the  face  of  fierce  competition  and  great  risks.  Ordi¬ 
narily  he  controlled  neither  the  prices  at  which  he  bought  nor  those 
at  which  he  expected  to  sell.  Moreover,  market  conditions  were 
as  changeable  as  the  wind,  and  gluts  often  followed  upon  the  heels 
of  a  period  of  brisk  demand  and  high  prices.  Of  course,  the  medieval 
merchant  was  not  ignorant  of  forecasts,  but  the  best  forecasts  were 
often  belied  by  an  unforeseen  turn  of  events.  For  example,  the 
sudden  death  of  a  ruler  might  in  one  day  cut  down  the  demand  for 
colorful  silks  and  velvets  and  put  a  premium  on  black  cloth.  As 
today,  war  was  a  great  disturbing  faetor. 

Managerial  problems  also  were  very  much  the  same.  Because 
of  the  slowness  of  communications,  a  great  stumbling  block  was 
the  control  of  agents  abroad.  As  Leon  Battista  wrote  in  his  book 
Della  famiglia,  “five  out  of  six  bankruptcies  are  due  to  defective 
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management  and,  in  truth,  one  may  assert  that  nothing  improves 
a  factor  more  than  a  stern  employer  and  that  nothing  corrupts  an 
agent  more  than  lack  of  proper  direction.”  The  Alberti,  as  we 
have  seen,  kept  their  factors  well  in  hand.  Even  more  notorious 
as  a  harsh  and  difficult  emplover  is  Francesco  Datini:  his  subordi¬ 
nates  did  not  dare  transgress  his  orders  and,  as  a  result,  he  was  highlv 
successful  in  his  business  career.'’"  On  the  other  hand,  it  seems  that 
a  major  cause  of  the  downfall  of  the  Medici  hank  lies  in  the  fact 
that  Francesco  Sassetti,  the  general  manager,  rela.xed  his  grip  on 
the  branch  managers  subject  to  his  authorit)'  and  that  Lorenzo  the 
Magnificent,  the  head  of  the  firm,  who  understood  little  about 
business,  relied  too  much  on  Sassctti’s  advice. 

.\nother  problem  closely  related  to  control  is  that  of  coordina¬ 
tion.  As  we  have  explained,  unified  action  saved  the  .Mberti  from 
impending  doom.  On  the  other  hand,  bickerings  among  the  part¬ 
ners  seem  to  have  precipitated  the  crash  in  the  case  of  the  Peruzzi 
and  Bardi  companies.  Conflicts  among  branches,  unchecked  by 
the  central  administration,  also  hampered  the  smooth  operation  of 
the  Medici  bank  and  made  matters  worse  instead  of  better  when 
trouble  arose.  Thus  it  seems  that  the  internal  problems  of  policy, 
management,  and  cooperation  play  a  more  important  role  than 
external  factors  in  deciding  the  fate  of  business  firms,  whether  it 
be  in  the  past  or  in  the  present. 

"“Leon  Battista  .Ml)erti,  Della  Fami^lia,  G.  Mancini,  eif.,  Bk.  Ill  {Della 
Kcanomia),  p.  192.  Bv  “economics”  L.  B.  Alberti  means,  of  course,  liousehold 
and  business  management,  not  jx)litieal  economy.  The  text  is  (pioted  f)y  ,Sa{X)ri, 
Alberti,  p.  xlvii,  and  Studi,  p.  l,()0f). 

'"’This  point  is  emphasized  by  Datini’s  liographer.  Iris  Origo,  op.  cit., 
pp.  113,  116-117,  and  148.  Yet,  Datini  complained  that  he  was  sometimes  be¬ 
trayed  and  that  his  junior  partners  or  branch  managers  did  not  always  heed 
his  advice  ( pp.  117,  12.S-126). 
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APPENDIX 


Financial  Statements  ok  the  Albekti  C-’omi'any 
KHOM  1302  THHOUGIl  I329 

1 

October  1,  1302-Septeniber  20,  1304 

No  St  itement  of  assets  and  liabilities  is  available,  only  a  statement  indicating 
the  division  of  profits  among  the  partners. 

£  s.  d.  aff. 


Spiglia  Ruggerini 

1  share 

243 

5 

0 

Tieri  di  messer  Ridolfo 

1  share 

332 

9 

0 

Alberto  degli  Alberti 

3  shares 

997 

7 

0 

Lapo,  Alberto’s  brother 

3  shares 

997 

7 

0 

.Neri,  Alberto’s  brother 

3  shares 

997 

7 

0 

Total 

1 1  shares 

3,567 

15 

"7) 

Spiglia  Ruggerini  received  something  less  than  his  rightful  share,  because  he 
broke  the  contract  and  withdrew  before  the  termination  of  the  partnership 
agreement. 

2 

Septemlwr  20,  1304-Januarv  1,  1307 
Assets 


£ 

s. 

d. 

Money  and  goods  in  the  hands  of  factors: 

Flanders 

23,490 

0 

0 

Apulia 

9,164 

0 

0 

Venice 

9,276 

0 

0 

Milan 

1,433 

18 

0 

Subtotal 

43,36.3 

18 

T) 

Other  receivables 

15,409 

4 

0 

Cash 

783 

0 

0 

Goods  in  stock 

3,503 

0 

0 

Total 

63,059 

2 

1) 

Liabilities 

£ 

s. 

d. 

Payables 

6,825 

8 

0 

Accrut'd  wages  on  January  1,  1307 

4,198 

4 

0 

Subtotal 

IL^ 

12 

"7) 

Ow’ners’  equity: 

£ 

s. 

d. 

Alberto  degli  Alberti  16,072 

0 

0 

Lapo,  Alberto’s  brother  15,999 

0 

0 

Neri,  Alberto’s  brother  9,293 

14 

0 

41,364 

14 

0 

Subtotal 

52,388 

6 

T) 

Profits  to  be  divided  among  the  partners 

10,670 

8 

0 

Total 

&37()5fr 

14 

"7) 
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Alberto 

Lapo 

Neri 


Total 


Division  of  Profits 

1  share 
1  share 
1  share 

3  shares 


£  s.  d. 
3,556  16  0 
3,556  16  0 
3,556  16  0 

10^76  8  0 


aff. 


Important  note:  These  are  surplus  profits  after  the  partners  had  already  re 
t'eived  a  return  of  8  per  cent  on  total  capital  invested.  This  system  re 
niained  in  force  until  January  1,  1323,  inclusive. 

10.670 

Ratio  of  profits  to  etiuitv:  -  =  26  per  cent. 

41,365 

Average  per  year:  11.4  per  cent. 


January  1,  1307-January  1,  1310 
Assets 


Money  and  goods  in  the  hands  of  factors: 


s.  d.  aff. 


Champagne 

14,318 

14 

0 

Milan 

13,308 

16 

0 

Apulia 

4,930 

13 

0 

Genoa 

2,096 

14 

9 

Flanders 

1,667 

10 

0 

Subtotal 

36^2^ 

7 

Goods  and  other  assets  in  fcmdaco 

9,890 

17 

0 

Dyeing  in  charge  of  Lapo 

3,822 

15 

0 

Receivables 

13,654 

0 

10 

Miscellaneous 

5,876 

5 

0 

Due  from  partners  (drawings?) 

12,377 

2 

0 

Total 

8i^y 

7 

t 

Liabilities 

£ 

s. 

d. 

Payables 

10,50.3 

4 

3 

Accrued  wages 

7,042 

5 

9 

Owners’  equity: 

Subtotal 

d. 

17,.545 

10‘ 

“0 

£ 

s. 

Alberto  and  his  son  Jacopo 

20,841 

5 

0 

Lapo 

20,908 

15 

0 

Neri 

10,070 

5 

0 

51,820 

5 

0 

Subtotal 

69,365 

15 

~^0 

Profits  to  be  divided  among  the  partners 

12,577 

10 

0 

Total 

8L943’ 

5 

”0 

Division  of  Profits 

£ 

s. 

d. 

Alberto  di  Jacopo 

3  shares 

3,773 

5 

0 

Lapo 

3  shares 

3,773 

5 

0 

Neri 

3  shares 

3,773 

5 

0 

Jacopo,  Alberto’s  son 

1  share 

1,2.57 

15 

0 

Total 

10  shares 

12,.577 

10 

0 

aff. 
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,  ,  12,577.5 

Ratio  of  profits  to  equitv: - 

'  51,820 


Average  per  year:  8  per  cent. 


24.1  per  cent. 


4 

January  1,  1310-June  1,  1315 


Assets 


£ 

s. 

d. 

Money  and  goods  in  the  hands  of  factors: 

Champagne 

20,051 

0 

0 

Venic'e 

15,524 

7 

0 

C(‘noa 

263 

3 

8 

Subtotal 

35,838 

10 

8 

Dyeing  establishment  in  charge  of  Lapo 

469 

14 

3 

Goods  and  cash  in  fondaco 

3,141 

9 

0 

Receivables 

7,935 

14 

4 

Due  from  partners: 

£ 

s. 

d. 

collectively  8,593 

10 

4 

indiyidually  9,077 

17 

6 

17,671 

7 

10 

Real  estate  (farmland  in  Creti  and  Legnaia) 

17,966 

0 

0 

Total  assets 

83,022 

16 

“4 

Loss  or  deficit 

1,582 

10 

0 

Total 

84,605 

6 

4 

Liabilities 

£ 

s. 

d. 

Payables 

13,791 

9 

0 

Due  to  partners  per  merchatantia 

44,151 

4 

0 

Subtotal 

57,942 

13 

0 

Owners’  equitv: 

£ 

s. 

d. 

Alberti  and  Neri  jointly  21,290 

13 

0 

Lapo  5,372 

0 

0 

26,662 

13 

0 

Total 

84,605 

6 

0 

Note:  Payment  of  the  usual  return  of  8  per  cent  on  invested  capital  was  sus- 
po  nded  from  January  1,  1312,  to  June  1,  1315. 


5 

June  1,  131.5-July  1,  1319 
.\ssets 

£  s.  d.  off. 

Money  and  goods  in  charge  of  factors: 

Venice  19,240  7  10 

Verona  290  7  3 

19,530  15  1 


Subtotal 
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£ 

s. 

d. 

Carried  forward 

19,530 

15 

1 

Receivables  and  consignments 

12,873 

17 

2 

Goods  in  stock 

8,275 

2 

0 

Cash  on  hand 

4,822 

17 

0 

Real  estate  ( one  farm  ) 

467 

5 

0 

Total  assets 

4^9^^ 

16 

~3 

Loss 

2,133 

15 

5 

Total 

4^10;3" 

Tf 

~8 

Liabilities 

€ 

s. 

d. 

Payables 

16,800 

17 

2 

Owners’  equity: 

£ 

s. 

d. 

Alberto  di  Jacopo 

10,084 

5 

0 

Heirs  of  Lapo 

12,476 

3 

1 

Neri,  surviving  brother 

6,093 

8 

0 

{ac'opo,  Alberto’s  son 

2,648 

18 

5 

31,302 

14 

6 

Total 

48,ia3 

11 

~8 

Allocation  of  loss 

£ 

s. 

d. 

Alberto  and  son  Jacopo 

4  shares 

775 

18 

4 

Sons  of  Lapo,  deceased  brother 

3  shares 

581 

18 

9 

Neri,  surviving  brother  of  Alberto  4  shares 

775 

18 

4 

Total 

11  shares 

2,133 

T5~ 

~5 

aff. 


aff. 


Note:  Payment  of  the  customary  return  of  8  per  cent  on  invested  capital 
had  been  resumed  several  months  before  July  1,  1319,  so  that  there  was  in 
reality  a  net  profit. 


6 

July  1,  1319-July  1,  1321 
Assets 


-Money  and  goods  in  the  hands  of  factors; 
Venice 
Flanders 

Subtotal 

Woolshop  in  charge  of  Caroccio 
Receivables  and  consignments 
Goods  and  ready  cash  in  fondaco 
Real  estate  (one  farm) 

Error 


£  s.  d.  of. 

17,000  0  0 
4,387  0  10 

21,3^7  0  10 
12,378  14  9 
6,213  11  6 

2,742  5  4 
467  5  0 
20  0  0 
43,208~r7~~5 


Total 
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Liabilities 


... 

£ 

s. 

d. 

Payables 

13,254 

12 

5 

Accrued  wages  and  salaries 

348 

3 

2 

Due  to  partners 

1,815 

5 

10 

Subtotal 

15^418"" 

~5 

OwTiers’  etpiity: 

L  s.  d. 

Alberto 

8,996  10  9 

Caroccio  and  his  brothers 

11,181  6  4 

Neri,  Alberto’s  brother 

1,821  7  5 

i 

Jacopo,  Alberto’s  son 

2,660  1 1  1 

21,659 

15 

7 

Subtotal 

40^077”" 

Yt~ 

1) 

Profits 

3,131 

0 

5 

Total 

43,208 

Yi~ 

5 

Division  of  Profits 

£ 

s. 

d. 

Alberto  di  Jacopo 

3  shares 

626 

4 

1 

Caroccio  and  his  brothers 

5  shares 

1,043 

13 

6 

Neri 

4  shares 

834 

18 

9 

Jacopo  d’Alberto 

1  share 

208 

14 

8 

Nerozzo  d’Alberto 

1  share 

208 

14 

8 

Francesc-o  d’Alberto 

1  share 

208 

14 

8 

Total 

15  shares 

3,131 

0 

"T 

r  r  ‘^-131 

Ratio  of  profits  to  equity;  - 

‘  ’  24,659 

=  12.7  per  cent. 

Average  return  per  year:  6.35  p>er 

cent. 

7 

July  1,  1321-January  1,  1323 

Assets 

£ 

s. 

d. 

■Vfoney  and  goods  in  the  hands  of  factors  abroad; 

Venice 

13,863 

19 

3 

Flanders 

9,450 

6 

0 

Subtotal 

23,314 

~5 

~~3 

Woolshop  in  Florence  managed  by  Caroccio 

12,4.56 

15 

8 

Receivables  and  consignments 

2,132 

11 

10 

Goods  in  stock 

1,017 

1 

0 

Cash  on  hand 

307 

5 

0 

39,227  18  9 


Total 
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Liabilities 


£ 

s. 

d. 

Payables 

7,967 

5 

11 

Accrued  wages  and  salaries 

615 

7 

10 

Subtotal 

8,582 

13 

9 

Owners’  equity: 

£ 

s. 

d. 

Alberto  di  Jacopo 

12,(X).3 

10 

5 

Caroccio  and  brothers 

12,136 

18 

11 

Neri 

3,014 

12 

5 

Jacopo,  Alberto’s  son 

2,771 

12 

4 

29,926 

14 

1 

Subtotal 

38,509 

7 

10 

Profits  to  be  divided  among 

the  partners 

718 

10 

11 

Total 

39,227 

18 

9 

Division  of  Profits 

£ 

s. 

d. 

Alberto  di  Jacopo 

Neri,  Alberto’s  brother 

3  shares 

134 

14 

6 

3  shares 

134 

14 

6 

Caroccio  and  brothers 

5  shares 

224 

10 

10 

Nerozzo,  Alberto’s  son 

1  share 

44 

18 

2 

Francesco,  Alberto’s  son 

1  share 

44 

18 

2 

Jac'opo,  Alberto’s  son 

1  share 

44 

18 

2 

Agnolo,  Neri’s  son 

1  share 

44 

18 

2 

Francesco,  Neri’s  son 

1  share 

44 

18 

2 

Total 

16  shares 

718 

10 

8 

Ratio  of  profits  to  equity:  -  =  2.4  per  cent. 

'  29,926  ‘ 

Average  per  year:  1.6  j)er  cent. 


aff. 


aff. 


8 

January'.  1,  1323-August  1.5,  1325 
Assets 

£  ft.  d.  aff 

Money  and  goods  in  the  hands  of  factors  abroad: 


Flanders 

20,.500 

18 

11 

\’enice 

17,746 

3 

5 

Subtotal 

38'^7” 

2 

~4 

Woolshop  in  Florence  managed  bv  Caroccio 

70 

0 

0 

Receivables 

2,045 

1 

6 

Goods  in  stock  (cloth  and 

other  commodities) 

2,313 

10 

0 

Cash  on  hand 

25 

6 

3 

Total 

427701 

~0 

"~1 

Total 
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Liabilities 


£ 

s. 

d. 

Payables 

Owm-rs’  equity: 

d. 

13,394 

8 

8 

£ 

s. 

C(frpo  divided  into  25  shares  of 
£1,000  each 

Sopraccorpo 

25,000 

0 

0 

Deposits  of  partners  bevond  the  capital 

Jacopo  d’ Alberto 

540 

14 

8 

Nerozzo  d’ Alberto 

55 

2 

10 

Francesco  d’Alberto 

55 

2 

10 

Subtotal 

25,651 

0 

4 

Deduct:  debit  balances  of  partm 

Ts: 

£  s. 

d. 

Alberto  di  Jacopo  1,6.36  19 

9 

Caroccio  and  brothers  631  2 

2 

Neri  2,263  15 

6 

4,631 

17 

5 

21,119 

2 

11 

Subtotal 

.34,513 

11 

7 

Profits 

8,187 

8 

6 

Total 

42,701 

0 

1 

Division 

of 

Profits 

£ 

s. 

d. 

Charity  (Poveri  per  Dio) 

62 

■8 

6 

Alberto  di  Jacopo 

Neri,  Alberto’s  brother 

8 

shares 

2,600 

0 

0 

4  shares 

1,300 

0 

0 

Caroccio  and  brothers 

10  shares 

3,250 

0 

0 

Jacopo  d’Alberto 

1 

share 

325 

0 

0 

Nerozzo  d’Alberto 

1 

share 

325 

0 

0 

Francesco  d’Alberto 

1 

share 

325 

0 

0 

Total 

25 

shares 

8,187 

8 

6 

off. 


S'ote:  The  corpo  as  distinct  from  the  sopraccorpo,  or  surplus,  was  not  set  up 
until  January  1,  1323.  From  August  15,  1325,  onward,  profits  were 
divided  strictly  in  proportion  to  the  number  of  shares  in  the  corpo.  On 
the  other  hand,  partners  received  an  interest  of  8  per  cent  on  credit  bal¬ 
ances  beyond  the  corpo,  but  paid  8  per  cent,  if  they  failed  to  supply  their 
quotas. 

r  8,187 

Ratio  of  profits  to  equity:  =  38.8  per  cent. 

Average  per  year:  14.8  per  cent. 
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August  15,  1325-Noveniber  1,  1327 


£ 

5. 

d. 

Money  and  goods  in  the  hands  of  factors  abroad 

Flanders 

22,424 

14 

11 

VVoolshop  in  Florence,  managed  bv  Caroccio 

1,900 

0 

0 

Goods  in  stock  and  cash  on 

1  hand 

10,424 

13 

9 

Receivables 

11,146 

18 

0 

Total 

45,896 

6 

8 

Liabilities 

£ 

4. 

d. 

Payables 

10,459 

3 

3 

Accrued  wages,  salaries,  and  bonuses 

184 

0 

0 

Subtotal 

10,643 

3 

3 

Owners’  equity: 

£ 

4’. 

d. 

Corpo,  25  shares  of  £1,000  each  25,000 

0 

0 

Sopraccorpo 

Deposits  of  partners  beyond  (juotas; 

Jacopo  d’Alberto 

217 

16 

0 

Caroccio  and  brothers  1,059 

2 

1 

Nerozzo,  son  of  Alberto  198 

19 

0 

Francesco,  son  of 

Alberto  131 

13 

6 

Subtotal  26,607 

10 

7 

Deduct:  debit  balances  of  partners: 

£  s.  d. 

Alberto  di  Jacopo 

964  8  4 

Neri 

2,170  14  3  3,135 

2 

7 

23,472 

8 

0 

Subtotal 

34,115 

11 

3 

Profits  to  be  divided 

11,780 

15 

5 

Total 

45,896 

6 

8 

Division  of  Profits 

£ 

4. 

d. 

Set  aside  for  charities 

162 

3 

11 

Alberto  di  Jacopo 

8  shares 

3,536 

0 

0 

Caroccio  and  brothers 

10  shares 

4,420 

0 

0 

Neri,  Alberto’s  brother 

4  shares 

1,768 

0 

0 

Jacopo,  Alberto’s  son 

r  share 

442 

0 

0 

Nerozzo,  Alberto’s  son 

1  share 

442 

0 

0 

Francesco,  Alberto’s  son 

1  share 

442 

0 

0 

Undistributed 

568 

11 

6 

Total 

25  shares 

11,780 

15 

~5 

11.781  “ 

Ratio  of  profits  to  equity:  - 

-  =  50  per  cent. 

23,472  ^ 

Average  per  year:  22.6  per  cent. 


THK  AI.BEHTI  COMPANY  OF  FLORENCl’: 


59 


10 

Noveiriher  1,  1327-\oveniber  1, 

1329 

.Assets 

£ 

s. 

d. 

Money  and  goods  in  the  hands  of  factors  abroad; 

Flanders 

20,100 

0 

0 

Avignon  ( Conrt  of  Home ) 

13,540 

0 

0 

N’enice 

5,907 

0 

0 

Subtotal 

39'^T7~ 

0 

1) 

W’oolshop  managed  by  Francesio, 

son  of  .Alberto 

4,7(K) 

0 

0 

Heeeivables 

14,285 

12 

4 

Cioods  in  stock 

4,928 

13 

0 

C’ash  on  liand 

161 

7 

0 

Total 

6?3,622" 

'l2~ 

~4 

Li 

abilities 

£ 

,v. 

d. 

I’ayables 

21,648 

8 

10 

Due  to  Marco  Bonsignori,  \’enetian 

factor 

2,248 

4 

8 

Subtotal 

2^96" 

T3~ 

~6 

Set  aside  for  charitv 

145 

0 

0 

Subtotal 

24^1 

T3' 

6 

Owners’  «“(juity: 

£  .s. 

d. 

Ctyrpo,  2-5  shares  of  £l,(MH)  eac 

h  25,000  0 

0 

Sojnaccorpo 

Deposits  fuori  del  corpo: 

Heirs  of  Alberto  di  lacojio 

973  4 

4 

Jacopo  d’Alberto 

892  15 

5 

N’erozzo  d’Alberto 

610  15 

0 

Caroccio  and  f)rothers 

5,670  12 

10 

Subtotal 

33l47~7’ 

7 

Deduct:  debit  balances  of 

partners: 

Francesco  and  Agnolo,  heirs  of 

.\eri 

1,990  9 

4  31,156 

18 

3 

Subtotal 

55,198 

11 

Profits  to  be  divided 

8,424 

0 

7 

Total 

6l^^ 

Division  of  Profits 

£ 

s. 

d. 

.\erozzo  d’AlIx^rto,  special  bonus 

145 

0 

0 

Set  aside  for  charities 

154 

0 

0 

Heirs  of  Alberto  di  jac'opo 

8  shares 

2,600 

0 

0 

Heirs  of  Neri,  Agnolo  and  francesco  4  shares 

1,300 

0 

0 

(’aroccio  and  brothers 

10  shares 

3,250 

0 

0 

jac'opo  d’Alberto 

1  share 

325 

0 

0 

Nerozzo  d’Alberto 

1  share 

325 

0 

0 

Francesco  d’Alberto 

1  share 

325 

0 

0 

Total 

25  shares 

8,424 

0 

~() 

8,424 

Ratio  of  profits  to  equity:  -  = 

*  ^  ^  31,157 

27  pt*r  cent. 

(iff. 


Average  per  year;  13.5  per  cent. 


By  Richard  Griffin 

ASSISTANT  PROFESSOH  OF  HISTORY 
AT  ALABAMA  POLYTECHNIC  INSTITUTE 

The  Augusta  (Georgia)  Manufacturing 
Company  in  Peace,  War,  and 
Reconstruction,  1847-1877 

C  The  potential  advantages  of  the  South  over  Sew  England  as  a  textile 
manufacturing  region  were  recognized  early  in  the  nineteenth  century, 
hut  it  remained  to  he  proved  whether  the  disadvantages  were  insuperahle. 
The  success  of  a  few  mills  like  the  Augusta  Manufacturing  Cimipany  pro¬ 
vided  the  necessary  precedent  ami  irusjhration,  and  precipitated  the  mi¬ 
gration  of  an  entire  industry.  The  process  of  recording  this  episode  is  in 
itself  of  interest,  for  the  pertim  nt  company  records  have  long  since  disap¬ 
peared. 

Fundamental  political  and  social  changes  of  the  nineteenth 
century  influenced  the  economic  attitudes  of  citizens  evervvvhere. 
Particularly  in  the  field  of  industi  alization  was  this  new  mood  trans¬ 
lated  into  action. 

In  Georgia  the  force  of  the  industrial  impulse  struck  about  1828 
and  was  felt  with  increasing  pressure  throughout  the  century.  Cot¬ 
ton  being  basic  to  the  South’s  economy,  the  change  of  pattern  from 
home  to  factory  manufacture  was  particularly  significant  to  the  in¬ 
fant  te.xtile  industry. 

One  of  the  first  areas  of  the  state  to  see  permanent  and  tangible 
evidence  of  the  advantages  of  the  cotton  industr\^  was  that  of  Au¬ 
gusta  and  its  immediate  viciniW.  Here  the  Belleville  and  Richmond 
factories,  located  on  creek  banks  near  the  cit\’,  were  the  earliest  per¬ 
manent  establishments.  Although  the  falls  of  the  Savannah,  a  few 
miles  above  the  citv,  were  judged  capable  of  providing  power  suffi¬ 
cient  to  operate  innumerable  mills,  the  cost  of  its  development  was. 
too  great  for  individual  capital.*  It  was  therefore  some  years  before 
any  effort  was  made  to  harness  this  force  of  nature  which  offered 
such  tantalizing  possibilities. 

The  prosperity  of  the  Belleville  and  Richmond  factories  eventu- 
^  Georgia  Courier  (Augusta),  June  23,  1828. 
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ally  stimulated  new  interest  in  the  industry;  indeed,  the  flourishing 
condition  of  similar  mills  in  all  parts  of  Georgia  served  almost  as  a 
rebuke  to  the  citizens  of  Augusta.  Finally,  in  1845,  a  company  made 
up  of  Augusta’s  wealthiest  citizens  —  the  list  included  bankers  and 
city  officials  —  was  incorporated  by  the  legislature.  Their  purpose 
was  to  build  a  canal  to  convey  the  water  power  of  the  Savannah 
River  to  the  citv.- 

It  was  hoped  that  the  projected  canal  would  inject  new  spirit  into 
the  community  and  introduce  an  era  of  renewed  prosperity  and 
growth  as  a  manufacturing  center;  the  rapid  spread  of  cotton  culture 
to  the  rich  lands  of  states  west  of  Georgia  liad  already  begun  to 
curtail  cotton  export  trade  of  .Augusta.  The  leading  citizens  of  the 
city  accordingly  raised  $500,(XX)  to  build  this  “artificial  river,”  the 
power  of  which  was  to  be  leased  to  entrepreneurs.  The  first  business' 
man  to  take  advantage  of  the  opportunity  was  Governor  Troup,  who 
built  a  flour  mill  on  the  canal  bank. 

In  1847  the  Augusta  Manufacturing  Company  was  organized  with 
a  capital  of  $16(),(K)().  Tlie  directors  immediately  employed  Jabez 
Smith,  one  of  the  most  experienced  cotton  manufacturers  in  the 
South,  to  superintend  the  erection  and  cijuipment  of  the  factory. 
Smith  was  the  pioneer  cotton  textile  promoter  at  Petersburg,  Vir¬ 
ginia,  in  1827,  and  also  the  promoter  of  a  cotton  mill  in  Halifax 
County,  North  Carolina,  in  1834.  Noted  not  only  as  a  promoter  but 
also  for  his  twenty  years  of  successful  mill  management.  Smith  was 
given  complete  charge  of  initiating  the  new  enterprise.  Ilis  past 
experience  well  fitted  him  for  the  job,  since  he  was  largely  respon¬ 
sible  for  making  Petersburg  —  which  bad  in  1838  five  large  cotton 
factories  —  one  of  the  leading  textile  manufacturing  centers  south  of 
the  Potomac. 

Determined  as  they  were  to  spare  no  effort  to  insure  success  for 
this  almost  public  enterprise,  the  citizens  of  Augusta  were  assured 
that  they  could  rely  “on  Mr.  Smith’s  judgement,  backed  as  it  is  by  an 
indomitable  energy,  which  few  difficulties  can  repress.”-'* 

With  such  exertions  as  these  the  company  was  launched  on  its 
career  with  e\  erv  chance  of  success.  There  were  many  people  who 
scoffed  at  the  entire  proceedings,  pointing  out  innumerable  difficul¬ 
ties  standing  in  the  way  of  the  company’s  future.  Tlie  editor  of  the 
•Augusta  Chronicle  and  Scntiwl  admitted  that  there  were  risks  in- 

*  Georgia  Journal  ( Milledgeville,  Ga.),  cited  in  the  Hillsborough  (N.C.) 
Recorder,  May  1,  1845. 

'The  Southerner  (Richmond,  Va. ),  Jan.  30,  1847,  citing  the  Petersburg 
(Va. )  Intelligencer. 
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volved,  but  he  had  had  the  assurance  of  leading  Georgia  manufac¬ 
turers  that  with  capable  management  the  company  could  not  fail  to 
make  a  profit  and  be  a  boon  to  the  city. 

It  was  with  a  sense  of  pride  that  this  editor  announced  to  his  fel¬ 
low  citizens  that  the  fear  of  insufficient  and  unwilling  labor  had  been 
proved  false.  “There  are  more  applications  for  work  than  the  com¬ 
pany  can  employ;  and  the  success  of  Georgia  girls  in  learning  to  spin, 
weave,  &c.,  is  most  creditable  to  their  tact,  intelligence  and  industiy." 
The  Augusta  .Mill  cam.  is  a  great  blessing  to  such  persons  who 
could  find  no  employiiiini  in  the  city  —  especially  to  women  and 
children  for  whose  labor  tliere  was  little  demand.  Almost  overnight 
they  were  transformed  fruin  burdens  on  the  public  to  producers  of 
wealth  and  useful  citizem.* 

One  widow  and  her  tw.j  cliil.lrei.  worked  in  the  mill  and  earned 
a  total  of  $.34  a  month,  the  daughter  contributing  .$.5.00  of  this  sum 
each  week.  Thus  this  little  family  and  other  ecjually  needy  persons 
were  restored  to  independence.  The  editorial  question  was  askt'd 
“is  it  no  advantage  to  this  communitv^  that  its  most  needy  families  — 
and  no  one  is  above  the  possibilitv'  of  want  —  be  furnished  with  the 
means  and  situation  to  earn,  without  discredit  or  severe  toil,  each 
$400  a  year.”’'  The  position  of  laborers  in  the  .\ugusta  Mills  im¬ 
proved  somewhat  as  time  passed.  In  1852  one  girl  employed  in  the 
factorv'  deposited  .$95  of  her  savings  with  the  superintendi'iit  of  the 
mill.  This  led  a  visitor  to  the  mill  to  observe  that  “we  thought  that 
a  rather  good  indication  of  fair  wages  on  the  one  side  and  prudence 
on  the  other.””  This,  of  course,  is  only  one  side  of  the  question  — 
yet  it  was  obvious  that  Augusta  was  profiting  in  many  ways  from  its 
cotton  mill.  The  success  of  this  mill  was  such  that  it  was  said  to 
cancel  all  the  arguments  against  the  protective  tariff. 

In  the  spring  of  1849  the  company  increased  its  capital  to  $200, 0(K). 
The  issue  of  stock  was  so  quickly  taken,  and  the  clamor  for  more  so 
insistent,  that  the  directors  exercised  their  charter  privileges  and 
immediately  made  a  third  issue  of  $160,000.  The  management  de¬ 
cided  to  use  this  surplus  capital  to  build  alongside  the  original  fac¬ 
tory  a  second  one  of  equal  size.  The  first  mill  was  at  the  time  manu¬ 
facturing  .32,000  yards  of  cloth  weekly  and  it  was  announced  that  as 
soon  as  the  new  machinery  was  placed  in  operation  this  amount 

•Niles’  Refiister,  Vol.  LXXIV  (Dec.  20,  1849),  p.  .389. 

^Hunt’s  Merchants’  Mafiazine,  Vol.  XX  (Jan.,  1849),  p.  114,  citing  the 
Augusta  ( Ga. )  Chronicle  and  Sentinel. 

*  The  Politician  and  Weekly  Nashville  (Tenn.)  W/iig,  March  .30,  1849,  cit¬ 
ing  Augusta  ( Ga. )  Chronicle. 
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would  be-  increasud  to  50,(K)0  yards.  Such  prosperity  proved  to  the 
townspeople  the  propriety  of  their  action  in  bringing  the  spindle  and 
the  loom  to  the  cotton,  rather  than  enduring  the  necessity  of  depend¬ 
ing  on  Xew  England  and  the  added  cost  of  sending  the  cotton  there 
and  bringing  the  cloth  back  in  return.’ 

The  progress  of  the  city  as  evidenced  by  its  industrial  growth  won 
high  praise  from  the  editor  of  the  National  lutclli'^cnccr.  Augusta, 
it  was  said,  was  a  communitv  of  unparalleled  advantages,  and  the 
growing  success  of  her  manufactures  was  introducing  a  new  period 
of  prosperity'  to  the  whole  region  around  her.  No  citv  was  more  alert 
to  its  future;  and  “she  is  only  beginning  to  feel  the  impulse  which  is 
urging  her  onward  to  influence  and  grc'atness.”  Not  only  were  the 
manufacturers  reaping  a  reward,  the  editor  enthused,  but  planters 
were  enjoying  a  new  prosperity  from  the  diversity  of  the  needs  of 
tlie  growing  urban  population.^  The  industrial  expansion  of  the  citv 
continued,  and  .\ugusta  Mill  was  accorded  recognition  as  one  of  the 
most  profitable  in  the  Union.'* 

Stockholders,  however,  recpiire  something  more  tangible  than  mere 
reports  of  success  and  acknowledgment  as  b(‘nefactors  of  the  com¬ 
munitv.  E\  en  this  proof  of  success  was  soon  forthcoming,  for  in  the 
autumn  of  18.50  the  directors  declared  a  semiannual  dividend  of  5 
per  cent  for  the  original  stockholders.’*^  The  fondest  hopes  of  the 
citv  fathers  must  also  have  been  met  when  their  city  began  to  be 
transformed  into  a  booming  industrial  town  whose  population  had 
increased  60  p(‘r  cent  in  the  five  years  prior  to  1851.  Other  towns 
were  urged  to  follow  the  example  of  Augusta.  “Let  Georgians  and 
Southern  men,  as  thev  would  merit  the  character  of  patriots,  states¬ 
men,  and  philanthropists,  ponder  on  these  facts,  and  persevere  in  the 
great  work  of  enriching  the  South,  improving  the  condition  of  the 
people  and  rendering  her  independent.”” 

It  was  noted  bv  a  Savannah  newspaper  that  the  .\ugusta  com- 
jianv  was  evidently  enjoying  considerable  prosperity,  if  the  flow  of 
its  produets  through  that  port  to  Baltimore,  Philadelphia,  and  New 
York  were  anv  indication.  One  steamer  carried  .3.50  bales  of  domes¬ 
tics  which  had  been  made  to  order  by  the  mills.  At  this  time  the 
Augusta  factory  was  producing  coarse  shirtings  and  sheetings. 

’’Hunt’s  Merchants’  Magazine,  Vol.  XXVI  (Feb.,  1852),  p.  257. 

^  Daily  National  Intelligencer  (Washington,  D.  C.),  May  14,  1850. 

'‘The  Constitutionalist  (Augusta,  Ga. ),  Mav  21,  18.50. 

/bu/.,  Oct.  24,  18.50. 

'^Arkansas  State  Gazette  and  Democrat  (Little  Rock),  Jan.  31,  1851,  citing 
the  .\ugusta  (Ga.)  Chronicle. 
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Georgia  mills,  prcsumablv  the  Augusta  compan\'  among  them,  were 
selling  two-thirds  of  their  products  in  the  state  and  the  remainder 
to  markets  in  northern  cities  and  the  Mississippi  X’allev.  The  claim 
was  made  that  the  northern  brokers  pnderred,  for  the  F'ar  East 
trade,  the  heavier  and  more  durable  goods  made  bv  factories  such 
as  the  one  at  Augusta.  The  New  England  mills  had  bv  this  time 
largelv  given  up  production  of  the  t\'pe  of  coarse  \'arn  and  cloth 
suitable  for  the  southern  plantation  trade  in  favor  of  finer  goods. 
It  is  significant  that  as  earlv  as  1850  southern  mills  had  already  pre¬ 
empted  certain  markets  and  were  said  to  be  enjoving  greater  suc¬ 
cess  than  tho.se  of  New  England.  This  was  in  part  due  to  a  decline 
in  cotton  production  which  caused  the  price  of  cotton  to  rise  for 
the  first  time  in  about  twentv  vears;  the  fact  that  southern  mills 
could  buy  cotton  a  few  cents  cheaper  was  a  decided  advantage. 

Newspaper  claims  of  industrial  prosperitv  were  all  too  freipientlv 
a  result  of  wishful  thinking,  however,  having  little  relation  to  the 
actual  facts.  The  vears  1850  and  1851  were  especiallv  bad  vears 
for  the  textile  manufacturers  of  the  United  States.  A  great  manv 
mills  were  forced  to  close  down,  for  the  price  of  their  products  did 
not  keep  pace  with  the  cost  of  cotton.  There  is  no  reason  to  doubt 
that  the  economic  stringency  of  this  period  adversely  affected  the 
Augusta  company,  as  well  as  manv  others.  This,  unfortunately,  was 
only  the  beginning  of  financial  problems  which  beset  the  manage¬ 
ment  of  the  mill. 

The  Augusta  company  was  in  1851  in  process  of  completing  the 
second  mill  for  which  the  capital  had  been  raised  in  1849,  on  the 
presumption  that  a  plentiful  supply  of  water  power  would  be  fur¬ 
nished  by  the  canal.  The  companv  had  a  capital  of  $400,000,  of 
which  $100,000  was  invested  in  the  first  factory  and  its  equipment. 
This  mill  then  emploved  210  hands  who  operated  8,(XK)  spindles  to 
manufacture  42,000  vards  of  cloth  weeklv.  The  second  mill  build¬ 
ing,  which  was  in  final  stages  of  completion,  was  to  be  larger  than 
the  first  —  250  bv  50  feet  with  a  projecting  wing  of  75  by  50  feet, 
both  sections  being  five  stories  high.  It  was  being  equipped  with 
machinery  from  Massachusetts  and  was  expected  to  be  in  opera¬ 
tion  by  the  summer  of  1852. 

The  operation  of  the  tw'o  mills  was  to  require  5(K)  employees 
producing  woolen  and  cotton  goods  and  would  consume,  it  was 
estimated,  5,000  bales  of  cotton  annually.  The  management  of  the 

“Savannah  (Ga.)  News,  cited  in  DcBow’s  Review,  Vol.  XI  (Sept.,  1851), 
p.  322. 
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factory  was  cxporiincriting  with  the  location  of  its  inachinerv;  al¬ 
though  most  of  the  mills  at  that  time  placed  their  looms  on  the  up¬ 
per  floors,  the  Augusta  companv  made  a  more  even  distribution  of 
these  machines  on  the  first,  second,  and  third  floors  hoping  that 
this  innovation  would  “avoid  wear  and  tear  on  the  building  from 
the  vibration  of  two  or  three  hundred  looms  near  the  top  of  the 
house.” 

The  -  general  appearance  and  success  of  the  companv  led  one 
observer  to  expect  many  Georgians  soon  to  becf)me  advocates  of 
the  protective  tariff  as  a  means  of  preserving  their  new  prosperity. 
The  unusual  growth  of  the  cotton  textile  industry  provoked  the  pre¬ 
diction  that  “the  census  returns  of  1850  will  exhibit  the  advance¬ 
ment  of  Gt'orgia  in  manufactures,  railroads,  and  population,  within 
the  last  ten  vears,  to  be  ecjnal  if  not  ahead  of  the  progress  of  anv 
other  State  in  the  Union.” 

Having  sunk  thousands  of  their  new  capital  in  a  second  factory, 
it  was  w'ith  no  little  chagrin  that  the  management  discovered  that 
the  canal  would  not  provide  sufficiemt  power  to  operate  it.  The 
canal  company  began  and  rushed  to  completion  an  acpieduct  to 
increase  the  flow  of  water  to  the  mill;  in  the  meantime,  the  new  fac¬ 
tory  stood  idle  and  the  first  mill  could  operate  only  part-time. 

At  a  meeting  of  the  stockholders  the  president,  William  M.  D’An- 
tignac,  explained  that  the  companv  would  resume  full  operations  in 
60  days,  and  once  more  dividends  would  be  forthcoming  “without 
which,  the  most  judicious  direction  cannot  expect  the  approval  of 
stockholders.”  The  investors  were  assured  that  they  owned  two 
mills  equal  to  any  in  the  Union,  with  rnachinerx'  surpassed  by  none, 
and  that  the  same  facilities  would  have  cost  twice  as  much  in  any 
other  section.  With  good  management,  it  was  explained,  these 
could  —  if  any  mills  could  —  be  profitable. 

The  mills  were  then  producing  45,000  yards  weekly,  and  there 
was  sufficient  machinerv  to  increase  production  to  108,000  yards 
of  cotton  goods.  Calculating  on  the  potential  production  figure, 
the  management  predicted  an  annual  profit  of  $52,000,  or  15  per 
cent  on  the  total  investment.’* 

"Hunt’s  Merchants’  Marrazinc,  \'ol.  XXVI  (Feb.,  18.52).  pp.  2.57-2.58. 

“Rev.  George  White,  Historical  Collections  of  Gcorf^ia  (New  York,  1854), 
pp.  598-99.  “Considerable  attention  is  paid  to  manufactures  in  Richmond. 
The  Augusta  Manufacturing  Company  have  two  mills.  No.  1  contains  8,160 
spindles  and  312  looms,  for  cotton  cloth.  Mill  No.  2  has  6.280  spindles  and  2(X) 
looms,  for  the  manufacture  of  both  cotton  and  woolen  goods.  The  production 
of  the  two  mills,  when  in  full  op<‘ration,  will  Ih“  over  125,(M)0  \  ards  per  week.” 
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The  officers  of  the  company  had  been  subject  to  much  criticism 
for  poor  management.  In  answer  to  such  complaints,  D’Antignac 
reported  to  the  shareholders  that  “after  all  the  croakings  of  the 
timid,  sneers  of  the  malicious,  and  the  selfish  artifices  of  the  design¬ 
ing,  there  is  no  just  reason  to  doubt  that  the  enterprise  will  ultimately 
be  profitable.”  He  then  seized  on  this  opportunity  to  resign  the 
presidency,  and  the  management  devolved  on  James  Hope,  who 
had  for  a  year  served  as  the  company’s  secretar\'.  The  problem  of 
official  responsibility  and  remuneration,  the  president  implied,  was 
another  reason  for  his  resignation,  as  the  secretary’s  salary  had  been 
increased  to  $3,000  and  the  presidency  reduced  to  a  “sinecure  with¬ 
out  attraction  for  the  present  incumbent.”  He  thanked  all  for  their 
confidence  and  support  and  wished  them  success  “commensurate 
to  the  merit  of  the  stockholders,  who  like  many  of  vou,  embarked 
in  the  enterprise  less  with  the  expectation  of  individual  profit  than 
desire  to  renovate  the  then  waning  fortunes  of  our  now  prosperous 
city.”  The  shareholders  voted  their  thanks  for  his  able  direction  of 
the  affairs  of  the  company,  and  accepted  his  resignation.'*’ 

It  was  William  Gregg’s  contention  that  this  company,  like  so 
many  others  in  the  South,  was  not  and  could  not  be  successful  be¬ 
cause  of  its  urban  location  and  lack  of  operating  capital.  The  Au¬ 
gusta  company  prodiiced  much  cloth  for  which  there  was  a  ver\- 
limited  local  demand,  the  older  and  well-established  Belleville  and 
Richmond  factories  having  pre-empted  the  local  markets.  Thus  it 
was  forced  to  sell  its  products  in  distant  markets.  Since  the  company 
had  to  dispose  of  its  output  to  meet  current  expenses,  it  was  often 
forced  to  sell  its  goods  in  northern  markets  at  such  a  substantial 
reduction  that  Georgia  merchants  could  buv  Augusta-made  goods 
in  the  North  and  ship  them  back  to  Georgia  cheaper  than  they  could 
buy  the  finished  product  at  home.'*' 

The  condition  of  the  Augusta  Mills  grew  worse  instead  of  better. 
The  shortage  of  water  power  was  accompanied  by  an  increasing 
problem  of  hiring  sufficient  labor  to  operate  both  mills,  and  the 
company  had  to  depend  upon  drawing  country  people  to  Augusta 
to  work  in  the  mills.  This  transition  from  rural  to  urban  life,  from 
the  relatively  free  life  on  a  farm  to  the  regimentation  of  a  factory, 
was  difficult  and  in  some  cases  one  that  proved  impossible  to 
make.  Once  the  novelty  of  fixed  cash  wages  wore  off  the  laborers 

Augusta  ( Ga. )  Constitutionalist  and  Republic,  March  4,  1853,  citing  the 
report  of  the  Board  of  Directors,  Feb.  26,  1853. 

William  Gregg,  “Practical  Results  of  Southern  Manufactures,”  DeBow’s 
Review,  Vol.  XVIII  (June,  1855),  pp.  777-791. 
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be  came  uiKlepeiulable,  preferring  to  return  to  their  irresponsible 
activities  of  the  past.  Many  of  these  poor  whites  had  learned  to 
live  off  little  and  had  developed  such  slothful  habits  that  thev  could 
only  with  much  patience  be  trained  to  take  up  improved  ways. 
The  mill  was  constantly  agitated  by  a  shortage  of  hands  and  was 
forced  to  pay  premium  wages  —  considerably  higher  than  those  in 
rural  cotton  mill  villages  such  as  Graniteville  —  to  keep  in  opera¬ 
tion. 

The  workers  also  tended  to  be  demoralized  bv  life  in  the  citv. 
Here  were  offered  many  undreamed-of  temptations  which  were  not 
so  rc'adily  available  in  the  country'.  The  employees,  not  being  a  part 
of  the  ordered  society  of  a  mill  village,  fell  into  bad  company;  many 
became  immoral  and  degraded  by  liejuor.  They'  could  also  avoid 
the  control  of  mill  churches  and  schools  in  a  citv  where  the  com¬ 
pany  could  not  superx'ise  their  every  activity.'' 

Thus  the  pleasant  labor  situation  of  the  late  1840’s  changed  as 
far  as  the  management  of  the  Augusta  factorv  was  concerned.  The 
employees  were  so  lazy  that  only  hunger  would  induce  many  of 
them  to  work.  The  management  of  the  factory  begged  local  busi¬ 
nessmen  and  other  persons  not  to  give  food  to  these  operatives,  as 
it  impeded  the  operation  of  the  mills.  A  contemporary  told  Freder¬ 
ick  L.  Olmsted  that  “if  you  ride  past  the  factory  you  will  see  them 
loafing  about,  and  I  reckon  you  never  saw  a  meaner  looking  set 
of  people  anywhere.  If  they  were  niggers  they  would  not  sell  for 
five  hundred  dollars  a  head.”'*^ 

Some  New  England  girls  were  induced  by  the  offer  of  high  wages 
to  accept  emplov'ment  in  Georgia,  but  thev  found  their  situation 
so  unattractive  “owing  to  the  general  degradation  of  the  labouring 
class  —  as  very  soon  to  be  forced  to  return.”"* 

The  continued  failure  of  the  Augusta  company  to  pay  dividends 
or  show  signs  of  recoverv  caused  much  discontent  among  share¬ 
holders.  Those  in  the  city  could  more  easily  ascertain  the  problems 
of  the  mill,  but  the  apparent  failure  of  the  directors  to  make  reports 
left  manv  in  the  dark.  One  disgnmtled  stockholder  wrote  the  Con¬ 
stitutionalist  to  ask  for  some  explanation  of  the  company’s  failure. 
The  issue  was  an  especiallv  sore  one  with  many,  as  the  other  two 

”  Ihul. 

Frederick  L.  Olmsted,  /\  Journey  Through  the  Back  Country  (2  vols.;  Xew 
York,  reprint  edition,  1907),  Vol.  II,  p.  127. 

I’rederick  L.  Olmsted,  A  Journey  in  the  Seaboard  Slave  States  (2  vols.; 
.New  York,  reprint  edition,  1904),  Vol.  II,  p.  185. 
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factories  near  Augusta  were  both  prosperous  and  paying  regularly 
on  their  stock. 

The  current  rumors  were  that  the  directors,  having  given  up  all 
hopt'  of  success,  had  ceased  liolding  meetings  or  even  making  an 
attempt  at  serious  direction  of  mill  affairs.  Tliev  no  longer  kept 
in  touch  with  even  the  general  business  of  the  concern.  Such  delin- 
(piencv  was  incomprehensible  to  the  stockholder  whose  letter  ap¬ 
peared  in  th(‘  newspaper.  His  suggestion  was  that  the  directors  re¬ 
sign  rather  than  allow  “the  concern  [to|  dwindle  awav  and  he  en¬ 
tirely  unprofitable  for  lack  of  effective  and  efficient  direction.” 

Although  the  company  continued  to  languish  through  the  follow¬ 
ing  months,  the  depression  of  1857  administered  the  coup  de  grace: 
it  was  then  too  late  to  rescue  the  company  from  its  final  bankruptcy. 
The  original  owners  were  forced  to  liquidate  their  holdings,  after 
having  received  no  dividends  for  years,  and  finally  to  .sell  the  mag¬ 
nificent  facilities  for  only  a  quarter  of  their  original  cost.“*  The  new 
owners,  having  accjuired  a  valuable  business  for  a  mere  fraction  of 
its  cost,  were  expected  to  profit  greatly  and  to  continue  to  benefit 
the  city.-- 

The  new  company  took  possession  of  the  mills  in  1859,  on  the  eve 
of  the  Civil  War.  These  were  boom  years  for  all  manufactories;  the 
demand  for  their  products  was  unprecedented.  The  requirements 
of  the  Confederate  armies  and  the  blockaded  civilian  population 
were  all  but  insatiable,  and  it  was  anticipated  that  the  many  and 
well-organized  mills  of  Georgia  would  make  the  greatest  contribu¬ 
tion  to  the  textile  needs  of  the  southern  states.  Unfortunately,  many 
manufacturers,  after  years  of  indifferent  patronage,  used  this  op¬ 
portunity  for  profiteering,  charging  all  the  traffic  would  bear. 

The  situation  grew  de.sperate  as  the  war  continued  on  its  dreary 
course.  The  shortage  of  cotton  goods  especially  created  hardships 
for  the  wives  and  families  of  soldiers.  The  Confederate  govern¬ 
ment,  attempting  to  relieve  such  conditions,  enacted  price  controls 
and  military  exemptions  for  workers  and  managers  in  essential  in¬ 
dustry;  in  1862  the  Exemption  Act  was  passed  by  the  Confederate 
Congress  allowing  essential  workers  to  stay  home  as  long  as  owners 
of  factories  charged  no  more  than  a  75  per  cent  profit  on  their 
goods.  It  was  to  the  discredit  of  most  of  the  mill  owners  that,  real- 

^  Con.stituti()iuili!>t  and  Republic  (Augusta,  Ga.),  Feh.  10,  185.5. 

DcBow’s  Revietc,  Vol.  XXIX  (Augusta,  1860),  pp.  22ft-232. 

^  Ibid.,  Vol.  XXV"  (Dec.,  18.58),  pp.  72.5-725. 
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i/.ing  they  could  demaiul  and  receive  almost  anything  thev  wanted, 
they  were  reluctant  to  accept  even  these  generous  terms. 

The  unwillingness  of  Georgia  owners  to  cooperate  in  relieving 
the  distress  of  a  war  economv  created  public  hostilitv  toward  them, 
and  the  Georgia  Legislature  passed  an  act  which  gave  the  governor 
the  power  to  seize  and  operate  mills  until  the  needs  of  Georgia  sol¬ 
diers  were  met.  The  alternative  to  this  drastic  threat  was  accept¬ 
ance  of  the  terms  of  the  E.vemption  Act.-’’  Although  thus  hound  bv 
legal  restrictions,  the  Augusta  mills  made  tremendous  profits 
throughout  the  war,  largelv  at  the  expense  of  the  Gonfederate  gov¬ 
ernment.  One  merchant  .searching  for  cotton  goods  reported  that 
they  were  high-priced  in  Augusta,  but  the  .\ugusta  company  was 
making  no  civilian  goods  and  “are  running  all  their  looms  on  shirt¬ 
ings  and  sheetings  and  the  government  gets  all  thev  make.” 

W'ar  conditions  led  to  inevitable  wear  and  tear  on  both  men  and 
machines,  the  almost  constant  operation  leading  to  serious  deteri¬ 
oration  of  much  of  the  mill’s  ecpiipment.  In  1865  the  collapse  of  the 
Cmnfederacv  involved  Augusta  in  the  general  ruin  and  bankruptcy 
of  the  South,  as  well  as  the  trials  of  military  occupation.  This  city 
had  been  one  of  tbe  piain  centers  of  manufactures  for  the  Con¬ 
federacy,  and  many  of  the  mills  which  had  produced  vital  sup¬ 
plies  of  war  were  destroyed  bv  Union  troops.  The  Augusta  Cotton 
Mills  were  happily  spared  destruction  bv  burning;  there  is  no  un¬ 
derstanding  whv,  as  Shennan’s,  Stoneman’s,  and  Wilson’s  troopers 
destroved  dozens  of  cotton  mills  in  Alabama,  Georgia,  South  Caro¬ 
lina,  and  North  Carolina.  There  seemed  to  be  no  set  plan  to  the 
ravage,  some  mills  escaping  the  vandalism  for  no  apparent  reason. 

.‘Mthough  the  disorganization  caused  bv  the  war  produced  much 
confusion  in  the  early  months  after  Appomattox,  by  June  of  1865 
the  Augusta  factorv  was  once  more  in  production.  There  were, 
according  to  a  contemporary  report,  72  other  Georgia  cotton  mills 
in  process  of  erection  bv  the  autumn  of  The  immediate  re¬ 

sult  of  peace  was  the  return  to  cotton  culture,  to  supply  the  world 
demand  after  a  four-year  shortage  of  the  staple.  Capital  was  un- 
usuallv  scarce,  and  with  cotton  selling  for  well  over  one  dollar  a 
pound  there  was  a  general  rush  of  southerners  and  Union  soldiers 
into  its  production. 

“Hillsborough  (N.C.)  Recorder,  Dec.  10,  1862. 

W.  n.- Flinn  Letters  and  Papers,  Manuscript  Division,  Duke  University, 
letter  to  VV^  H.  Flinn  from  Atlanta,  Dec.  27,  1862. 

The  Western  Democrat  (Charlotte,  N.  C.),  Oct.  10.  1866. 
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The  cotton  tax  was  the  one  item  that  served  as  an  encourage¬ 
ment  to  continued  manufacture  of  textiles  in  the  South.  The  act 
which  levied  this  tax  specifically  provided  for  a  rebate  equal  to  the 
tax  to  be  paid  to  domestic  manufacturers,  thus  enabling  them  to 
compete  in  the  world  markets.  Through  this  provision  it  was  also 
provided,  albeit  indirectly,  that  cotton  manufactured  in  the  dis¬ 
tricts  in  which  it  was  grown  would  not  be  taxed. This  acted  as  a 
stimulant  for  the  existing  factories  and  caused  many  planters,  dis¬ 
gusted  with  the  demoralization  of  their  labor  supplv,  to  invest  in 
new  cotton  mills. 

A  campaign  to  promote  the  building  of  cotton  factories  was  in¬ 
augurated  throughout  the  South.  Many  newspaper  editors  attrib¬ 
uted  the  North’s  victory  to  superior  industrial  facilities  and  held 
out  to  their  readers  the  necessitv  of  concentrating  on  an  improved 
textile  industrv  as  the  onlv  means  of  eventuallv  recovering  their  in¬ 
dependence.  The  papers  constantly  pointed  out  the  superior  ad¬ 
vantages  that  the  South  had  over  the  North  for  cotton  manufac¬ 
ture  and  thus  slowly  but  surely  developed  in  southerners  a  growing 
interest  in  the  program. 

Within  three  vears  after  the  war  the  Augusta  Manufacturing 
Companv  was  one  of  the  most  prosperous  in  the  country.  The 
semiannual  report  of  the  president  was  distinctly  encouraging.  The 
gross  earnings  of  the  faclorv  for  the  first  six  months  of  1868  were 
$135,510.65,  with  a  net  profit  of  $107,534.14.  From  this  sum  the  dir¬ 
ectors  declared  two  dividends  of  5  per  cent  and  placed  in  a  re¬ 
serve  fund  nearlv  fiftv  thousand  dollars.  The  company  had  in  the 
three  vears,  beginning  in  June,  1865,  paid  dividends  totaling  $.360,- 
000,  established  a  reseiAe  of  $225,(XX),  and  purchased  new  ma- 
chinerv  worth  $93,000. 

These  figures  were  published  as  a  challenge  for  New  England 
manufacturers  to  equal.  The  editor  of  the  New  York  Times  replied 
that  this  was  an  exceptional  case,  and  not  indicative  of  the  general 
southern  situation.  There  were  in  New  England  cotton  mills  paying 
large  dividends  while  others  in  the  same  region  failed.  He  attrib¬ 
uted  the  success  of  the  Augusta  Mills  to  northern  management 
which  had  in-stitutcxl  Yankee  ideas.  This  statement  aliout  the  .\u- 
gusta  company  management,  unfortunately,  cannot  be  verified  or 
amplified.  Manv  southern  mills  did  have  northern  superintendents, 
overseers,  and  technicians,  and  the  possibilitv  must  be  admitted  that 

"  Harrv  E.  Smith,  The  United  States  Federal  Internal  Tax  Ilistorif  from 
1861  to  1871  (Boston,  1914),  p.  226. 
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the  Augusta  undertaking  owed  much  to  northern  experience  and 
skill,  though  not,  apparently,  to  northern  capital. 

It  was  the  view  of  the  Times  editor  that  the  South  enjoyed  many 
advantages,  hut  an  industrial  center  comparable  to  Lowell  could 
never  be  established  on  any  southern  water  power  without  the 
capital  and  skill  of  northerners.  In  his  somewhat  prejudiced  opinion 
southerners  did  not  have  the  ability  to  succeed.  He  said  further: 

Tlie  Yankee,  wlio  for  years  has  made  himself  sharp  bv  delving  in  tlie  keen 
atmosplu're  of  the  hii'her  latitudes,  has  naturally  more  aptitude  for  making 
money  and  “pushing  things”  than  the  man  accustomed  to  a  hot  climate  which 
robs  a  man  of  his  ambition,  and  deadens  all  his  disposition  for  thrift.  Under  the 
present  condition  of  things,  the  .Northern  capitalist  does  not  feel  safe  to  invest 
in  cotton  manufactures  at  the  South,  and  not  until  “peace”  is  fully  established, 
will  he  make  a  movement  in  that  direction.  In  short,  when  a  Northern  man 
can  express  his  opinions  as  freely  there  as  he  can  in  New  York  or  Massachusetts, 
there  will  be  plenty  of  music  by  the  side  of  the  water-powers  of  the  South,  and 
the  Northern  manufacturer  will  find  in  the  Southern  manufacturer  an  able  rival. 

The  accumulated  bitteme.ss  of  the  war  years  and  the  unpleasant¬ 
ness  of  the  Reconstruction  .\cts  obviously  had  to  be  put  aside  by 
southeniers  if  thev  wanted  aid  from  the  North.*’ 

In  1869  Senator  William  Sprague,  leading  manufacturer  of  cotton 
in  Rhode  Island  and  investor  in  southern  mills,  reported  that  the 
Augu.sta  mill  “will  surpass  in  the  success  of  its  operations,  the  best 
one  in  New  England.”  In  his  opinion  the  phenomenal  prosperity 
of  this  factory  was  due  to  the  fact  that  it  had  the  most  advanced  and 
productive  machinery  in  the  country  .*’^ 

Two  years  later  an  Englishman  commented  on  the  continuii  g 
success  of  the  company.  The  Augusta  Mill  then  operated  with  both 
steam  and  water  power  and  had  a  plentiful  supply  of  skilled 
workers.  Its  capital  was  $600,000  and  it  was  paying  annual  divi¬ 
dends  of  20  per  cent.  In  the  Rritisher’s  view  the  financial  .success 
of  the  second  group  of  investors  was  in  part  due  to  the  great  loss  of 
the  originators  of  the  factorv.  During  the  war  the  mill  had  enjoyed 
great  profits  and  “obtained  a  vantage  ground  which  it  has  hitherto 
held  with  success.”  *’* 

Tlie  panic  of  1873  had  little  effect  on  the  Augusta  Mill  or  on  many 
other  southern  factories.  The  G^'orgia  Legi.slature  in  that  year  e\- 

”  The  Daihi  Journal  (Wilmington,  N.  C.),  fan.  3,  1869,  citing  the  Sew 
York  Times. 

‘"'The  Congressional  Globe,  41st  Cong.,  1st  Sess.,  1869,  Vol.  158,  March  1.5, 
1869.  The  Dailij  Journal,  March  21,  1869. 

“Robert  Somers,  The  Southern  States  Since.the  War,  1870-1871  (London, 
1871),p.  66. 
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einptecl  all  money  invested  in  eotton,  woolen,  or  iron  manufactories 
from  any  state,  county,  or  municipal  taxes  for  ten  years.  The  citv 
council  of  Augusta,  as  an  added  inducement  for  investment,  passed 
an  ordinance  paving  a  3  per  cent  bonus  on  all  out-of-state  capital  in¬ 
vested  in  the  citv.'^*^  This  kind  of  support  was  virtuallv  unknown 
in  New  England  industrial  regions. 

The  interest  of  Georgians  in  the  industrial  growth  of  their  state 
grew  by  leaps  and  hounds  as  Reconstruction  came  to  an  end.  The 
railroads  and  businessmen  of  the  South  trit'd  in  various  wavs  to  en¬ 
courage  the  flow  of  capital  into  their  section.  Excursions  of  busi¬ 
nessmen  were  taken  throughout  the  South  to  see  the  progress  and 
opportunities  for  investment.  One  such  group  from  the  Ohio  Val¬ 
ley  included  men  from  Cincinnati,  Columbus,  Chicago,  Louisville, 
and  St.  Louis.  With  a  baggage  car  coin  erted  into  a  tavern  contain¬ 
ing  twentv  kegs  of  beer,  this  group  left  on  a  twentv-dav  visit  to  the 
leading  towns  iof  Virginia,  North  and  South  Carolina,  and  Georgia. 
They  were  greatly  impressed  with  the  growth  and  success  of  the 
cotton  textile  industry'  of  Georgia  and  its  apparent  exemption  from 
the  suffering  caused  bv  the  depression. 

This  group  was  welcomed  at  Augusta  with  excellent  southern 
hospitality,  their  entertainment  —  planned  by  the  leading  citizens 
of  the  city  —  consisting  of  a  rural  barbecue  and  picnic.  Transported 
to  the  picnic  grounds  on  the  hydraulic  canal,  the  visitors  took  ap¬ 
propriate  notice  of  the  vast  water  power  available  in  the  city. 
Augusta,  it  was  agreed,  was  filled  with  a  progressive  spirit;  this 
they  attributed  to  “Yankee  spirit.”  The  Augusta  Mill,  much  in¬ 
creased  in  size  and  production  and  employing  one  thousand  white 
women  in  its  immense  works,  was  commended  as  one  of  the  sights 
of  the  cit\'.  One  visitor  remarked  that  “this  factory'  has  been  very’ 
successful  pecuniarily',  notyvithstanding  the  effects  of  the  panic  of 
1873.” 

Although  for  thirtv  years  the  Augusta  Manufacturing  Company 
passed  through  many  vicissitudes,  during  and  after  the  war,  its  pros- 
peritv  yvas  incontestable.  Notwithstanding  the  managerial  and  tech¬ 
nical  assistance  received  from  northerners,  its  beginning  and  even¬ 
tual  success  was  primarily  because  of  the  progressive  spirit  of  south¬ 
erners.  Even  though  it  failed  once,  the  collapse  was  due  more  to 

^The  Daily  Journal  (Wilmington,  N.  C.),  Feb.  13,  1874. 

*'  B.  J.  Loomis,  “Letters  from  the  South  Atlantic  States,”  The  Cincinnati 
(Ohio)  Commercial,  May  10-30,  1877. 


THK  AUGUSTA  MANUFAC TUBING  GOMl’ANV  73 

working  capital  scarcity  and  a  scries  of  unfortunate  circumstances 
than  to  any  lack  of  basic  southern  aptitude  for  manufacturing. 

Gaps  in  the  Augusta  story  are  necessarily  large  and  will  probably 
not  be  filled  in  unless  the  company  records  are  discovered.  Such 
([uestions  as  the  nature  of  the  company’s  marketing  and  the  e.xtent 
of  northern  superv'isory  and  technical  influences  are  obviously  im¬ 
portant.  Even  without  the  benefit  of  such  infonnation,  howeyer, 
the  story  of  this  southern  industrial  yenture  has  many  historically 
significant  features.  It  illustrates  how  early  the  northern  mills  be¬ 
gan  to  lose  out  in  certain  lines  to  southern  competitors,  and  it  shows 
very  clearly  the  integration  of  private  profit  motives  with  broader 
concepts  of  regional  development.  Indeed,  the  company-community 
identity  of  interest  forms  one  of  the  most  conspicuous  themes  of  the 
development,  in  marked  contrast  to  contemporarv  New  England 
exjjerience.  Finallv,  the  significance  of  the  .\ugusta  company  to 
later  developments  should  be  emphasized.  It  was  due  to  the  suc¬ 
cessful  efforts  of  managers  and  workers  of  such  mills  as  the  Augusta 
company  that  Henry  Grade  and  other  publicists  were  able  to  create 
the  great  cotton  mill  campaign  of  the  1880’s,  which  in  the  succeed¬ 
ing  half  century  witnessed  the  slow  but  sure  transfer  of  New  Eng¬ 
land’s  chief  industrv'  to  the  South. 


Bif  James  Don  Edwards 
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Public  Accounting  in  the  United  States 
from  1913  to  1928 

C  In  the  years  between  1913  and  1928  public  accfmnting  evolved  from 
a  relatively  obscure  and  limited  practice  to  full  maturity  as  a  respected 
arxd  flourishing  profession.  The  present  article  deals  with  these  years 
in  some  detail,  expanding  a  shorter  survey  published  in  the  Business 
History  Review  in  June,  1956.  The  period  from  1928  to  1951  is  dealt 
with  in  detail  in  an  article  in  the  December,  1956,  issue. 

By  1913  the  profession  of  public  accounting  had  become  estab¬ 
lished  in  the  United  States,  much  of  the  original  impetus  having 
been  imparted  by  accountants  who  came  to  this  country  from  Eng¬ 
land  and  Scotland.  These  early  English  and  Scottish  accountants 
continued  to  influence  the  development  of  accountancy,  but  by 
1928  the  majority  of  the  members  of  the  profession  were  native 
Americans  educated  in  the  United  States. 

The  period  break  of  1913  was  chosen  because  of  the  tremendous 
effect  of  the  income  tax  law  on  public  accounting,  ushering  in  as 
it  did  a  “New  Era”  for  the  profession.  The  1928  division  point  was 
chosen  because  that  was  the  last  full  year  of  an  unprecedented 
prosperity  that  had  built  up  in  the  American  economy  since  the 
beginning  of  World  War  I.  That  year  marked  the  transition  from 
one  age  to  another  in  accountancy,  as  in  so  many  other  phases  of 
American  economic  activity. 

Not  all  the  developments  <  f  this  period  advanced  the  profession. 
The  internal  differences  in  the  public  accountancy  profession  are 
indicated  by  the  fact  that  several  national  organizations,  all  pur¬ 
porting  to  represent  the  profession,  were  functioning  at  the  same 
time.  This  situation  was  beneficial  to  the  extent  that  areas  of  dis¬ 
agreement  were  emphasized  very  early,  with  consecpient  demands 
for  unification.  But,  on  the  other  hand,  the  profession  presented 
a  divided  front  to  the  businessmen  of  the  day,  and  by  1928  the  goal 
of  unity  had  not  been  entirely  achieved.  The  period  also  witnessed 
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the  enactment  by  many  states  of  their  first  C.P.A.  laws,  and  by  the 
further  growth  in  numbers  of  public  accounting  firms. 

The  Evolution  of  Acc:ounting  Practice 

The  Sixtecuth  Amendment  and  Accounting  (7.913) 

The  principal  fiscal  development  of  this  period,  destined  to  give 
the  profession  major  additional  responsibilities,  was  the  passage 
of  a  new  income  tax  law.  The  enactment  in  1909  of  a  1  per  cent 
franchise  tax  measured  bv  corporate  profits  had  encountered  no 
strong  opposition.  This  factor,  among  others,  encouraged  pro¬ 
ponents  of  an  income  tax  to  redouble  their  efforts.  Since  the  1894 
act  had  been  declared  unconstitutional  by  the  United  States  Supreme 
Court  (the  Pollock  v.  Farmers’  Loan  and  Trust  Co.  case),  it  was  . 
necessary  that  a  constitutional  amendment  be  enacted. 

The  public  accountant  who  was  to  be  called  upon  to  prepare  the 
tax  reports  for  large  numbers  of  taxpayers  naturally  felt  a  vital 
interest  in  the  terms  of  the  proposed  new  law  and  the  provisions 
for  collection.  Fortunately,  the  Congress  asked  and  received  the 
advice  of  public  accountants  before  the  final  income  tax  bill  was 
submitted  to  either  House  of  Congress.^  The  income  tax  measure, 
which  constituted  a  part  of  the  Underwood-Simmons  Tariff,  was 
passed  by  Congress  as  anticipated.-  The  United  States  tariff  law 
of  1913,  being  “an  act  to  reduce  tariff  duties  and  to  provide  revenue 
for  the  government  and  for  other  purposes,”  was  ratified  by  the 
necessary  number  of  states  bv  the  latter  part  of  February,  1913, 
and  was  approved  by  the  president  on  October  3.'*  The  effective 
date  of  the  law  was  March  1,  1913. 

The  1913  income  tax  was  a  graded  one,  starting  with  a  normal 
tax  of  1  per  cent  on  all  income  in  excess  of  $.3,000  ( or,  in  the  case  of  a 
married  man  living  with  his  wife,  $4,000)  and  increasing  by  degrees 
through  the  operation  of  an  additional  tax  to  7  per  cent  upon  that 
part  of  a  person’s  net  income  which  exceeded  $500,000.^ 

The  enactment  of  the  individual  and  corporation  income  tax  law 
might  have  had  an  adverse  effect  on  the  accounting  profession  had 

'  Kditorial,  “A  IVcleral  Income  Tax,”  The  Journal  oj  Accountaucij,  \’ol. 
XV  (Jan.,  191.3),  p.  60. 

*  Editorial,  “The  Income  Tax,”  The  Journal  of  Accountancy,  Vol.  XVI 
(Oct.,  1913),  p.  307. 

“Editorial  “United  States  Income  Tax,”  The  Accountant,  Vol.  XLIX  (Aug., 
1913),  p.  1.52. 

‘John  B.  Niven,  “Income  Tax  Department,”  The  Journal  of  Accountancy. 
Vol.  -XVI  (Nov.,  1913),  p.  384. 


76 


JAMKS  IX)X  KOVVARDS 


it  occurred  before  sufficient  numbers  of  qualified  accountants  were 
available.  By  1913,  however,  there  was  already  established  a  group 
of  well-trained  members  of  the  accounting  profession,  with  legal 
recognition,  ready  to  assist  both  business  people  and  the  govern¬ 
ment  in  this  new  project.  This  trained  professional  nucleus  had  the 
immediate  problem  of  assisting  hundreds  of  businessmen  who  had 
not  previously  found  it  necessary  to  prepare  a  statement  of  income 
and  expenses.  Because  of  the  recognition  and  stature  alreadv  en¬ 
joyed  by  the  profession,  it  was  natural  for  the  taxpayer  to  turn  to 
accountants  for  assistance  in  preparing  their  income  tax  returns.' 

A  feature  of  the  1913  law  that  was  gratifying  to  the  profession 
was  the  provision  that  coqx)rations,  associations,  and  insurance  com¬ 
panies  were  at  liberty  to  adopt  the  fiscal  year  in  preference  to  the 
calendar  year  upon  duly  filed  notice  of  such  intentions.  This  pro¬ 
vision  was  not  present  in  the  1909  tax  law  and  had  caused  a  great 
deal  of  trouble  in  inventory  taking  and  prompt  filing  of  returns. 
The  accountants ‘wanted  this  provision  so  that  their  work  could  be 
spread  throughout  the  year  in  order  that  clients  would  benefit 
from  more  thorough  auditing  procedures.** 

One  consequence  of  the  new  income  tax  legislation  was  the  in¬ 
auguration  of  a  new  department,  called  the  Tax  Clinic,  in  The 
Journal  of  Accountancy  (beginning  with  the  November,  1913,  issue) 
dealing  specifically  with  the  income  tax  and  its  administration.  The 
necessity'  for  this  new  department  grew  out  of  the  obvious  impact 
of  the  law  upon  the  public  accounting  profession.  It  was  clearly 
desirable  that  the  official  journal  of  accountancy  promptly  dis¬ 
tribute  the  latest  available  information  —  particularly  official  gov¬ 
ernment  releases  —  about  new  laws  and  regulations.'  These  were 
soon  forthcoming. 

Soon  after  the  enactment  of  the  1913  bill  an  amendment  was 
passed  which  provided  that  income  in  general  should  be  determined 
in  accordance  with  the  method  of  accounting  regularly  employed 
by  the  taxpayer.  The  broad  scope  of  this  amendment  was  later 
modified  by  rulings  of  the  Bureau  of  Internal  Revenue  and  the 
Board  of  Tax  Appeals.  Rules  and  regulations  issued  by  the  Internal 

®  “Income  Tax  in  tlie  United  States,”  The  Accountant,  \'ol.  .\LIX  (Dec., 
1913),  p.  861. 

*  Editorial,  “The  Income  Tax,”  The  Journal  of  Accountancy,  \’ol.  -W’l 
(Oct.,  1913),  p.  307. 

’’  Editorial,  “A  New  Department,”  The  Journal  of  Accountancy,  Vol.  X\’I 
^Nov.,  1913),  p.  373. 
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Hevcniu*  Department  set  out  specific  methods  of  determining  tax¬ 
able  income  which  were  not  necessarily  according  to  the  account¬ 
ing  methods  previously  employed. 

The  problems  of  tlie  profession  and  of  the  taxpayers  were  further 
eomplieated  when  the  records  of  the  business  had  to  he  revised 
to  rt'llect  statutory  net  income.  The  specific  definitions  set  forth 
in  the  rules  of  the  Internal  Revenue  Department  brought  about  the 
lUH'd  for  adjusting  the  net  income  of  a  business  computed  accord¬ 
ing  to  good  accounting  principles  to  reflect  income  as  defined  in 
the  law  and  clarified  by  rules  of  the  Department. 

While  the  accounting  work  created  by  the  1913  law  and  its  earlv 
amendments  was  far  greater  than  that  arising  out  of  the  1909  regu¬ 
lation,  the  new  law  brought  the  public  accountant  into  a  company 
only  on  a  narrowly  specialized  assignment.  The  accountant,  how¬ 
ever,  imdouhtedlv  brought  to  the  client’s  attention  the  manv  other 
services  that  he  could  render  and  that  his  employer  had  no  idea 
could  he  provided.  These  tax  engagements,  among  other  things, 
often  led  to  complete  revision  of  accounting  systems,  in  an  effort 
to  give  the  management  more  financial  information.'^  Where,  as 
w'as  .so  often  the.  case,  accountants  found  that  the  records  were 
inadeijuate,  it  was  necessary  to  reconstruct  business  transactions 
in  an  effort  to  determine  the  taxable  net  income.  The  accountant 
was  also  called  upon  to  design  a  chart  of  accounts  to  facilitate  the 
determination  of  net  income  and  to  keep  the  records  up  to  date  in 
order  to  reflect  earnings  as  time  went  on. 

Accauntinp^  in  World  War  I 

To  a  considerable  degree  the  widening  scope  of  accounting 
practice  and  the  greatly  enhanced  standing  of  accountants  may  be 
traced  to  the  rapid  increase  in  tax  rates  that  went  into  effect  in  1917.^ 
Title  2  of  the  Federal  Revenue  .\ct  of  October  3,  1917,  “an  act  to 
provide  revenue  to  defray  war  expenses  and  for  other  purposes,” 
was  termed  the  “war  excess  profits  tax.”  The  purpose  of  the  pro¬ 
vision  was  to  tax  those  profits  in  e.xce.ss  of  normal  (as  indicated 
and  judged  by  the  profits  made  in  a  prewar  period)  made  directly 

'  Editorial.  “Briglitcr  Frospocts  of  Accountanev,”  The  Journal  of  Account¬ 
ancy,  Vol.  XVI  (Dec.,  1913),  p.  459. 

*  George  O.  May,  “The  Economic  and  Political  Influences  in  the  Develop¬ 
ment  of  the  Accounting  Profession,”  in  Fifty  Years  of  Service,  189S~194S 
(Newark,  N.  J.:  New  Jersey  Society  of  Certified  Public  .\ccountants,  1948), 

p.  11. 
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or  indirectly  through  increased  business  arising  out  of  the  abnormal 
conditions  prevailing^'' 

By  this  time  the  income  tax  law  and  the  rules  and  regulations 
of  the  Bureau  of  Internal  Revenue  had  become  so  complex  that 
expert  assistance  was  a  virtual  necessity'  if  the  requirements  of  the 
law  were  to  be  met.”  The  leading  accountants  of  the  day  were 
quick  to  grasp  the  significance  of  the  opportunitv  for  service  and 
were  able  to  convince  the  business  public  by  word  and  performance 
that  the  public  accounting  profession  possessed  the  intelligence 
and  initiative  to  cope  with  the  new  necessities. 

Tlie  auditor  was  called  with  more  and  more  fre(|ueucv  into 
conference  for  advice  on  financial  transactions  —  not  onlv  the  proper 
treatment  of  completed  business,  but  also  the  best  method  of  han¬ 
dling  contemplated  transactions.  As  a  consequence,  the  certified 
public  accountant  was  soon  accepted  as  the  most  competent  atlviser 
in  tax  matters  and  was  shortly  to  be  regarded  as  the  professional 
man  best  qualified  to  serve  in  many  other  important  business  ad¬ 
visory  capacities.  It  seems  clear  that  while  the  counsel  of  a  few 
outstanding  members  of  the  profession  had  been  sought  by  many 
clients  prior  to  1917,  before  World  War  I  the  certified  public 
accountant  was  primarily  an  auditor  of  past  transactions.’^  Com¬ 
mencing  on  a  large  scale  in  the  war  years,  however,  the  old  “holler 
and  check”  function  of  the  auditor  bloomed  into  more  valuable 
and  complex  responsibilities.” 

One  immediate  consequence  of  the  outbreak  of  hostilities,  for 
example,  was  a  demand  for  American  accountants  to  act  as  corre¬ 
spondents  for  English  Chartered  Accountant  firms  on  war  contracts. 
The  entrance  of  the  United  States  into  the  war  increased  the  demand 
for  accountants  still  further. 

One  of  the  more  responsible  engagements  of  the  day  was  under¬ 
taken  bv  Arthur  Young  and  Company  for  J.  P.  Morgan  and  Com¬ 
pany,  which  was  acting  as  a  munitions  purchasing  agent  for  the 


‘“Editorial,  “Defects  of  Title  2  of  the  Federal  Revenue  Act  of  October  3, 
1917,”  The  Jounuil  of  Accountancy,  V’ol.  .\.\V'  (Feb.,  1918),  p.  81. 

“  Xornian  L.  McLarc-n,  “The  Influence  of  Fc'cleral  Taxation  upon  .Account¬ 
ancy,”  in  Fiftieth  Anniversary  Celehration  (New  York:  The  .American  Institute 
of  Accountants,  19.37),  p.  128. 

“'Editorial,  “Preparation  of.  Tax  Returns,”  The  Jounuil  of  Accotnitancy, 
Vol.  .X.W  (June,  1918),  p.  -447. 

'*  Norman  L.  McLaren,  “The  Influence  of  Federal  Taxation  upon  .Aecount- 
anev,”  The  Journal  of  Accountancy,  V'ol.  LXIV  (Dc'c.,  1937),  j).  43.3. 

“Norman  L.  McLaren,  “Evolution  of  American  Accountancy”  (unpub¬ 
lished  typescript),  p.  .5. 
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British  and  french  governments.*'''  The  Morgan  assignment  de¬ 
veloped  into  a  detailed  study  of  all  transactions  relating  to  pur¬ 
chases  under  their  contracts.  The  detailed  audit  which  followed 
involved  not  merelv  a  check  of  the  pavment  of  vouchers,  but  went 
further  and  traced  the  receipts  of  goods  from  the  time  thev  left 
the  contractors’  plants  to  the  time  they  were  put  on  board  ship. 
This  was  probably  the  first  and  largest  audit  conducted  in  such 
detail  under  modern  business  conditions. 

Another  typical  assignment  was  one  involving  a  company  that 
had  been  making  machines  for  the  British  government  and  had  not 
met  delivc'ry  schedules.  This  failure  was  largely  because  of  the 
fre({uent  change  in  specifications  for  these  machines  —  a  result  of 
rapid  technical  development  in  the  industry.  Arrangements  were 
made  whereby  the  company  would  be  reimbursed  by  the  British 
government  for  the  cost  incurred.  The  accountants  were  engaged, 
as  representatives  of  the  British  government,  to  determine  the  cost 
of  goods  manufactured. 

•Arthur  Young  and  Company  also  undertook  an  assignment  re¬ 
lating  to  the  manufacture  of  Enfield  rifles  for  the  British  govern¬ 
ment.  Three  companies  were  involved:  Remington  Arms  Company 
of  Delaware,  the  Remington  Union  Metallic  Cartridge  Company, 
and  the  Winchester  Repeating  Arms  Company.  Prior  to  the  time 
when  the  public  accountants  were  engaged,  the  companies  had 
not  made  many  deliveries,  although  they  had  made  large  expendi¬ 
tures  for  building,  machinery,  and  equipment.  .Arrangements  were 
made  between  the  government  and  the  companies  whereby  the 
suppliers  would  be  reimbursed  for  their  costs  up  to  a  date  in 
October,  1916,  after  which  they  would  continue  to  complete  the 
contracts  at  cost.  Arthur  Young  and  Company  was  engaged  to 
determine  those  costs.  Shortly  thereafter,  however,  the  British 
representatives  felt  that  the  determination  of  such  costs  by  this 
firm  was  too  one-sided  a  matter,  and  another  firm  of  accountants 
was  called  in,  the  arrangements  then  being  that  Arthur  Young 
would  act  for  the  suppliers  and  the  other  firm  for  the  British  gov¬ 
ernment.*® 

When  the  United  States  entered  World  War  I,  numerous  special 
assignments  came  to  the  office  of  .Arthur  Young  and  Company, 
manv  of  which  related  to  investigation  of  companies  o\\Tied  by 

‘■’Arthur  Young,  Arthur  Voting  atul  the  Business  He  Founded  (\tw  York: 
Privately  Printed,  1948),  p.  31. 

'•Ibid.,  p.  34. 
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enemy  aliens.  In  the  war’s  wake,  additional  business  resulted  from 
a  wave  of  mergers,  Arthur  Young,  for  example,  being  requested  in 
1919  to  draw  up  a  plan  for  the  combination  of  the  four  largest 
chemical  companies  in  the  country.’" 

The  experiences  of  this  firm  are  mentioned  as  representative  of 
the  profession.  It  would  seem  safe  to  assume  that  the  same  txpe 
of  business  came  to  other  firms  during  the  period  and  that  the 
crisis  of  the  First  World  War  helped  bring  the  profession  of  ac¬ 
countancy  to  the  forefront. 

Reporting  Standards  for  Certified  Statements 

The  promulgation  by  the  Federal  Reserve  Board  in  1914  of  a 
riding  calling  for  public  accountants’  certification  of  statements 
presented  in  support  of  application  for  discount  of  commercial 
paper  brought  into  prominence  a  question  which  had  been  fre¬ 
quently  discussed  at  conventions  of  the  American  Association  of 
Public  Accountants.  This  riding  added  even  more  impetus  to  the 
growth  of  the  profession  and  focused  the  attention  of  its  leaders 
upon  the  national  scope  of  the  work  of  the  public  accountant.’^ 

A  committee  of  accounting  leaders,  consisting  of  W.  Sanders 
Davies,  Harvey  S.  Chase,  George  O.  May,  and  Robert  H.  Mont¬ 
gomery,  was  formed  to  cooperate  with  the  Federal  Trade  Com¬ 
mission  in  working  out  appropriate  federal  regulations.  This  com¬ 
mittee  was  successful  in  persuading  the  Commission  to  dispense 
with  the  idea  of  a  uniform  accounting  system  and  be  satisfied  with 
a  more  specific  statement.  Other  members  of  the  profession  were 
consulted  during  the  preparation  of  the  committee’s  report,  and  the 
audit  program  which  was  recommended  bore  the  stamp  of  wide¬ 
spread  approval  in  accounting  circles.  The  Federal  Reserve  Board 
then  had  the  report  published  in  the  Federal  Reserve  Bulletin  in 
1917  under  the  title,  “Approved  Methods  for  the  Preparation  of 
Balance  Sheet  Statements.” 

This  publication  was  a  statement  of  what  the  Federal  Reserve 
Board  beheved  a  balance  sheet  audit  should  entail.  Subsequently, 
after  the  Federal  Reserve  Board  had  adopted  it  as  semiofficial,  the 
document  came  to  be  what  was  regarded  as  the  minimum  require- 

”  Ibid.,  p.  37. 

’"Editorial,  “National  Aspects  of  Public  Accountancy,”  The  Journal  of 
Accountancy,  Vol.  XIX  (Jan.,  1914),  p.  46. 

“  E^ditorial,  “How  the  Text  Was  Published,”  The  Journal  of  Accountancy, 
Vol.  XLVII  (May,  1929),  p.  358. 
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ment  for  balance  sheet  audits.-*’  The  demand  for  the  pamphlet 
was  so  great  that  it  went  through  several  printings. 

Auditors’  Responsihilitij  arul  the  Law 

As  early  as  1919,  The  Journal  of  Accountancy  frequently  urged 
placing  upin  the  shoulders  of  the  accountant  full  responsibility  for 
his  work.  The  lack  of  court  decisions  in  the  United  States  on  the 
subject,  however,  had  resulted  in  a  wide  difference  of  opinion  as 
to  the  extent  of  accountants’  liability. 

For  years  the  general  opinion  seemed  to  favor  the  theory  ad¬ 
vanced  in  several  English  cases  (London  and  General  Bank,  Ltd., 
The  Leeds  Estate,  Building  and  Investment  Companv,  and  the 
Kingston  Cotton  Mill  Company)  to  the  effect  that  the  accountant 
must  exercise  “reasonable  care”  in  the  preparation  and  certifica¬ 
tion  of  reports.  Tliese  precedents  made  clear  the  rc'sponsibility  of 
the  auditor  to  incjuire  into  the  substantial  accuracy  of  accounting 
reports.  But  the  real  extent  of  responsibility  was  (and  is)  estab¬ 
lished,  in  American  practice,  only  when  an  accountant  was  charged 
with  neglect  of  his  professional  obligations  and  damages  were 
assessed.’^*  Thus,  while  auditing  standards  were  established  by 
the  profession,  court  decisions  could  and  did  materially  affect  what 
the  profession  considered  minimum  auditing  standards. 

Tlie  most  prominent  of  these  decisions  was  handed  down  by 
judge  Cardozo  in  the  Ultramares  Corporation  v.  Touche  ct  al. 
(255  N.Y.  170,  174  X.E.  441  [  1931  ] ).  Because  of  its  significance,  the 
details  of  this  case  are  worth  recapitulation. 

In  Januarv’,  1924,  the  firm  of  Touche,  Niven  and  Company,  public 
accountants,  was  engaged  by  Fred  Stern  and  Company,  Incorpo¬ 
rated,  to  prepare  and  certifv  a  balance  sheet  for  the  company  as 
of  December  31,  1923.  Tliis  same  firm  of  accountants  had  prepared 
the  statements  of  this  company  during  the  previous  three  years. 

When  the  audit  was  completed  in  Februar\%  1924,  the  balance 
sheet  was  made  up.  The  balance  sheet  stated  that  the  assets  were 
$2,550,671.88  and  that  the  liabilities  were  $1,479,956.62,  thus  show¬ 
ing  a  net  worth  of  $1,070,715.26.  Attached  to  the  balance  sheet  was 
the  following  auditor’s  certificate:  -- 

Editorial,  “Sii'nificanct*  of  an  .Accountant’s  Cx'rtificatc,”  Tlte  Journal  of 
Accountancy,  Vol.  .\LI  (Jan.,  1926),  p.  33. 

Editorial,  “Holding  the  .Accountant  Responsible,’’  The  Journal  of  Ac¬ 
countancy,  Vol.  X.XVIII  (July,  1919),  p.  39. 

“Ultramares  Corp.  r.  Touche,  255  N.Y.  170,  174  N’.E.  441,  442  (1931). 
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Touche,  Niven  &  Co. 

Public  Accxjuntants 
Eighty  Maiden  Lane 
New  York 

h'ehniarv’  26,  1925 

Certificate  of  Axulitors 

W’e  have  exainined  the  accounts  of  Fred  Stem  and  Couipauy,  Inc.,  for  the 
year  ending  December  31,  1923,  and  hereby  c-ertify  tliat  tlie  annexed  balance 
sheet  is  in  accordance  therewith  and  with  the  infonnation  and  explanations 
given  us.  We  further  certify  that,  subject  to  provision  for  federal  taxes  on 
income,  the  said  statement,  in  our  opinion,  presents  a  true  and  correct  view 
of  the  financial  condition  of  Fred  Stem  and  Company,  Inc.,  as  at  December  31, 
1923. 

Touche,  Niven  and  Company 
Pnblic  .Accountants 

it  was  known  to  the  accountants  that  the  company  used  the  finan¬ 
cial  statements  to  finance  operations,  which  involved  extensive 
borrowing  of  large  sums  from  banks.  The  auditors  also  knew  that 
the  statements  given  Fred  Stern  and  Company  would  be  exhibited 
by  them  to  bankers,  creditors,  and  stockholders,  according  to  the 
needs  of  the  occasion,  as  the  basis  of  financial  transactions.  When 
the  balance  sheet  was  made  up,  the  accountants  supplied  the  Stern 
company  with  32  copies  certified  with  serial  numbers  as  counter¬ 
part  originals. 

The  plaintifiF,  Ultramares  Corporation,  maintained  that  the  certifi¬ 
cate  of  the  auditors  was  erroneous  in  two  respects.  The  first  was 
the  auditors’  certification  of  correspondence  between  the  accounts 
and  the  balance  sheet.  The  second  was  the  auditors’  certification, 
stated  as  a  matter  of  opinion,  that  the  balance  sheet  presented  a 
true  and  correct  picture  of  the  resources  of  the  business.  Actually, 
there  were  serious  discrepancies  on  both  scores.  Accounts  re¬ 
ceivable  had  been  placed  on  the  books  and  substantiated  by  in¬ 
voices  that  did  not  exist.  It  was  maintained  that  proper  scrutiny 
would  have  revealed  this  fact  to  the  auditors. 

Judge  Cardozo’s  decision,  which  promised  to  have  a  large  in¬ 
fluence  upon  American  accounting  practice,  confirmed  the  common 
law  concept  which  had  been  held  for  several  years  in  the  United 
States  and  England  that  an  auditor  should  not  be  held  liable  to 
third  parties  for  negligence.  The  injured  party  could,  however, 
hold  the  accountant  responsible  for  errors  in  judgment  when  fraud 
was  present.  In  the  Ultramares  case  the  suit  subsecjuently  brought 
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oil  the  groiiiuls  of  fraiul  was  settled  out  of  eourt;  no  public  record 
was  made  of  the  settlement. 

The  State  Street  Trust  Co.  i;.  Ernst  was  another  case  substantiallv 
analogous  to  the  Ultramares  case.-'*  Prior  to  the.se  two  decisions  it 
had  been  generally  believed  that  the  auditor  had  no  responsibility 
whatsoever  to  persons  who  were  not  his  clients.  Since  there  was 
no  contract  with  third  parties,  it  was  argued  that  there  could  not 
possibly  be  any  responsibility  to  them.  In  other  words,  accountants 
had  taken  the  position  that  even  if  they  were  negligent,  the  onlv 
person  who  had  a  right  to  complain  was  the  client  who  had  paid 
the  fee.  The  Ultramares  and  State  Street  Trust  cases  bore  out  this 
contention  to  the  extent  of  establishing  that: 

( 1 )  Tlie  client  recover  from  an  accountant  where  the  accountant  had 

Ih-cii  negligent. 

(2)  Tliird  parties  (investors  and  creditors)  could  not  ncover  from  an 
accountant  where  he  had  been  merely  nenli^ent. 

But  the  two  decisions  actually  went  much  further,  and  made  it  clear 
that: 

(3)  Third  parties  (investors  and  creditors)  could  recover  from  an  account¬ 
ant  where  fraud  could  be  proved. 

( 4 )  Gross  nej'lii'ence  on  the  part  of  accountants  was  sufficient  evidence 
from  which  a  jury  might  infer  fraud. 

The  auditor’s  responsibility  to  his  client  was  clarified  still  further 
by  .several  other  cases,  the  most  notable  being  Craig  v.  .\nyon  and 
National  Surety  v.  Lybrand.--"’ 

In  the  Craig  c.  Anvon  ca.se  in  the  middle  1920’s,  the  auditors 
failed  to  discover,  over  a  period  of  five  years,  defalcations  exceeding 
a  million  dollars.  The  trial  court  held  the  auditors  liable  and  assessed 
damages  for  the  amount  of  the  plaintiff’s  loss.  The  amount  of  dam¬ 
ages  was  reduced  on  appeal  to  $2,000,  the  fee  paid  to  the  defendant 
auditors  for  their  .services.  The  reason  for  this  rather  novel  measure 
of  damages  was  derived  from  tlie  defense  that  the  plaintiff  had 
been  guilty  of  contributory  negligence  in  the  supervision  of  his  own 
malfeasant  employee.  Thus,  it  was  established  that  if  an  auditor 


“State  Street  Trust  Cm.  t .  .-Mwiu  C;.  Ernst,  278  N.Y.  104  {  1938). 

'*  Boris  Kostelanetz.  “.\uditors’  Responsibilities  and  the  l.aw,”  The  \cw 
York  Certifk’d  Public  Accountant,  V'ol.  XI.\  (Feb.,  1949),  p.  91. 

“William  R.  Clraig  t;.  James  T.  .\nyon,  212  App.  Div.,  N.Y.  55  (1925); 
affirmed  242  N.Y.  569  (1926).  National  Surety  Corp.  f.  Lvbrand,  256  App. 
Div.  226,  9  N.Y.  52nd  554  (1939). 
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could  show  that  his  client  had  himself  been  negligent,  he  had  a 
defense  to  any  suit  for  negligence.-® 

But  the  idea  that  contributory  negligence  would  be  an  adequate 
defense  was  shattered  by  the  National  Sureh^  v.  Lybrand  decision  • 
in  1939,  which  is  appropriately  discussed  at  this  point  although 
not  falling  within  the  limits  of  the  period  under  general  discussion 
in  this  article.  As  in  the  Craig  case,  a  trusted  but  dishonest  employee 
was  involved.  The  employee’s  thefts  covered  a  period  of  nine  years 
without  detection.  He  had  managed  to  hide  his  embezzlements 
from  three  diflFerent  accounting  firms  by  knowing  when  the  audits 
were  to  be  performed.  All  three  firms  were  sued  by  the  plaintifFs 
surety  company.  After  the  first  decision  was  appealed  it  was  held 
that  a  prima-facie  case  for  liability  had  been  established.  Tlie  most 
important  phase  of  the  decision  was  that  “it  is  undisputed  that 
cash  in  bank  can  be  verified  absolutely”;  therefore,  the  “lapping” 
and  “kiting”  system  used  by  the  cashier  should  have  been  detected 
by  the  auditors.-^  Furthermore,  the  decision  implied  that  the  only 
kind  of  contributory  negligence  which  could  be  an  acceptable 
defense  was  that  which  invoKed  actual  interference  with  the 
auditors’  conduct. 

Practice  before  the  Board  of  Tax  Appeals 

The  Board  of  Tax  Appeals  was  established  by  Congress  under 
the  provisions  of  the  Revenue  Act  of  1924.  The  most  immediate 
problem  facing  the  board  after  it  was  organized  in  the  latter  part 
of  1924  was  to  establish  who  was  qualified  to  practice  before  it. 
Some  representatives  who  were  obviously  not  qualified  to  represent 
the  taxpayers  had  already  appeared  before  the  board. 

The  Board  of  Tax  Appeals  in  its  first  ruling  included  a  provision 
that  practice  befofe  the  board  would  be  restricted  to  the  follow¬ 
ing: 

( 1 )  Attomevs-at-law  who  have  been  admitted  to  practice  before  the  courts 
of  the  States,  territories,  or  District  of  Columbia,  in  which  they  main¬ 
tain  oflBces,  and  who  are  lawfully  engaged  in  the  active  practice  of  their 
profession. 

(2)  Certified  Public  Accountants  who  have  duly  qualified  to  practice  as 
certified  public  accountants  in  their  own  names,  under  the  laws  and 

“  Boris  Kostelanetz,  “Auditors’  Responsibilities  and  the  Law,”  The  New 
York  Certified  Public  Accountant,  Vol.  XIX  (Feb.,  1949),  p.  92. 

Ibid.,  p.  93. 

“Editorials,  “Practice  before  the  Tax  Board”  and  “Board  of  Tax  Appeals,” 
The  Journal  of  Accountancy,  V'ol.  XXXVIII  (Nov.,  1924),  pp.  205,  206. 
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regulations  of  the  States,  territories,  or  District  of  Columbia,  in  which 
they  maintain  offices,  and  who  are  lawfully  engaged  in  active  practice 
as  certified  public  accountants. 

This  Board  of  Tax  Appeals  rule  was  not  only  of  immediate 
benefit  in  preventing  undesirable  and  poorlv  qualified  “tax  experts” 
from  appearing  before  the  board,  but  also  had  the  larger  effect  of 
enhancing  the  prestige  of  the  accounting  profession  still  further. 
This  same  end  was  simultaneously  being  pursued  by  the  leaders  of 
the  profession  by  persistent  interest  in  maintaining  a  professional 
status  through  the  agency  of  a  national  organization  and  by  strong 
advocacy  of  comprehensive  state  accountancy  legislation. 

Professional  Legisl-atio.n 

During  the  1913-1928  period,  enactment  of  C.P..\.  legislation  was 
widespread  throughout  the  United  States.  During  1915  .Arkansas, 
Iowa,  Kansas,  South  Carolina,  and  Texas  all  passed  public  account¬ 
ing  laws.  Kentuckv  followed  in  the  next  year.  Oklahoma  and 
South  Dakota  passed  their  laws  in  1917,  and  .Alabama,  Arizona, 
and  Idaho  during  1919.  A  law  was  passed  the  next  year  by  Missis¬ 
sippi,  followed,  in  1921,  by  Indiana,  New  Mexico,  and  New  Hamp¬ 
shire.  In  1923  Congress  passed  a  law  covering  the  District  of 
Columbia. 

The  question  of  the  constitutionalitv  of  these  laws  was  soon 
raised.  In  the  original  C.P.A.  law  of  the  state  of  Oklahoma  (1917) 
a  provision  had  been  inserted  restricting  the  practice  of  public  ac¬ 
counting  to  certified  public  accountants.  Tliis  was  the  first  time 
such  a  clause  had  been  included  in  public  accountancy  legislation. 
The  Oklahoma  act  specifically  prohibited  a  person  from  practicing 
as  a  public  accountant  unless  he  had  been  certified  under  the  pro¬ 
visions  of  the  act.  In  the  legislation  of  other  states,  on  the  contrary, 
it  had  been  spcciallv  provided  that  nothing  in  the  law  should  be 
interpreted  as  prohibiting  anyone  from  practicing  as  a  public  ac¬ 
countant,  although  use  of  the  “C.P..A.”  title  was  reserved  for  use 
only  by  qualified  persons.  The  .American  Institute  of  .Accountants 
and  the  state  boards  of  accountancy  waited  to  see  the  result  of  such 
clauses  in  the  public  accounting  laws.-'' 

The  vear  1924  brought  forth  the  awaited  an.swer.  In  that  year 
the  State  Board  of  Accountancy  in  Oklahoma  attempted  to  enjoin 

“  Editorial.  “Oklahoma  C.1’..A.  Law,”  The  Jourtial  of  Accountancy,  Vol. 
XXllI  (May,  1917),  p.  368. 
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a  group  of  persons  from  practicing  as  uncertified  public  account¬ 
ants; 

that  is  tlie  liolding  themst  lves  out  to  the  puhlit%  and  practicing,  as  professional 
and  expert  accountants  and  auditors  for  compensation,  without  having  first 
appeared  before  the  State  Board  of  accountancy  and  stood  examination  anil 
received  a  certificate  from  tliat  board  authorizing  them  to  engage  In  that 
business  as  professional  acc-ountants. 

In  October,  1924,  the  Oklahoma  Supreme  Court  rendered  a  de¬ 
cision  in  the  case  of  State  v.  Riedell,  ct  al,  which  held  that  those 
provisions  in  the  Accountancy  Act  limiting  the  practice  of  account¬ 
ancy  to  certified  public  accountants  were  unconstitutional. 

In  this  case,  it  was  the  contention  of  the  state  that  the  act  pro¬ 
hibited  the  practice  of  the  profession  by  one  who  had  not  passed 
the  examination  and  received  a  certificate  of  (jualifications,  and 
that  the  enactment  of  the  law  was  a  police  power  of  the  state  and 
not  violative  of  the  Constitution  or  anv  of  its  provisions. 

Tlie  defendants  contended  that  insofar  as  the  act  sought  to 
prohibit  the  practice  of  professional  accountancy  without  a  certifi¬ 
cate,  it  deprived  the  defendants  of  their  libertv  and  propertv  with¬ 
out  due  process  ol  law;  it  deprived  them  of  their  inherent  right 
to  liberty,  the  pursuit  of  happiness,  and  enjoyment  of  the  gains  of 
their  chosen  profession;  it  denied,  impaired,  and  disparaged  the 
inherent  rights  of  the  defendants  to  contract  in  matters  of  private 
concern  and  in  which  the  public  at  large  was  not  involved;  it  vio¬ 
lated  the  Bill  of  Rights  by  creating  a  monopoly;  it  created  an  asso¬ 
ciation  enjoying  e.xclusive  rights  and  immunities;  and,  finally,  the 
defendants  contended  that  the  exercise  of  police  power  bv  the  state 
without  anv  public  necessity  therefor  should  in  no  wav  affect  the 
public  welfare. 

The  Justice  of  the  State  Supreme  Court,  in  handing  down  his 
decision,  said: 

We  think  after  a  careful  consideration  of  the  .\ct  as  a  wliole,  it  was  clearlv 
the  legislative  interest  to  prohibit  any  one  from  practicing  accountancy  who 
has  not  stood  the  examination  and  received  the  certificate.  .  .  .  The  effect 
upon  the  uncertified  public  accountant  is  definite  and  certain  .  .  .  after  he 
has  devoted  time,  effort,  and  expense  to  equip  himself  as  an  expert  accountant, 
ha  is  prohibited  from  following  that  calling  and  those  dependent  upon  him 
are  deprived  of  the  fniits  of  that  training  and  investment,  and  he  is  caused  to 
seek  other  employment  where  that  investment  and  training  are  of  no  avail  for 

“  State  V.  Riedell. 

**  Ibid. 
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their  support  .  .  .  our  conclusiou,  therefore,  is  that  the  act,  iu  so  far  as  it 
prohibits  uncertified  public  accountants  from  liolclini'  themselves  out  as  pro¬ 
fessional  or  expert  accountants  or  auditors  for  compensation  or  ennaning  in 
the  practice  of  that  profession,  is  in  conflict  with  the  spirit  and  express  pro¬ 
vision  of  the  constitution  and  void.  .  .  .  The  defendants  are  not  eni'a<»ed  in 
the  exercise  of  a  franchise,  but  a  constitutionally  guaranteed  right. 

.\fter  th(‘  State  Supreme  Court  ruling  that  tho.se  provisions  re¬ 
stricting  the  practice  of  accountancy  to  C.P..\..s  were  unconstitu¬ 
tional,  the  law  was  made  to  conform  to  the  laws  of  other  states  by 
leaving  out  the  sections  which  had  been  declared  unconstitutional. 

ca.se  which  added  greatlv  to  the  professional  standing  of  ac¬ 
countancy  was  that  of  J.  Harold  Lehman  v.  State  Board  of  Public 
Accountancy,  et  al.,  in  Alabama  (No.  170,  October  10,  1923).  In 
this  ca.se  the  plaintiff  had  been  a  practicing  accountant  prior  to 
the  passage  of  the  C.P.A.  law,  and  the  board  had  later  cited  him 
to  show  cause  why  his  certificate  should  not  be  revoked.  The 
plaintiff  .sought  to  prevent  action  by  the  board  on  the  ground  that 
the  law  was  unconstitutional.  It  was  claimed  that  the  determina¬ 
tion  by  the  board  as  to  .whether  his  certiHcate  should  be  revoked, 
rested  wholly  within  the  arbitrary,  uncontrolled,  and  unappealable 
judgment  of  the  board.  The  Supreme  Court  of  .\labama  declared 
against  the  plaintiff  on  all  points,  but  a  writ  of  error  to  the  Supreme 
Court  of  the  United  States  was  granted  by  the  Chief  Justice.  This 
was  the  first  time  the  highest  court  of  the  land  had  been  called  upon 
to  pass  on  accountancv  legislation.  The  Supreme  Court,  in  turn, 
affirmed  the  decision  of  the  Alabama  Court,  holding  that  there  was 
no  equity  involved,  as  it  could  not  be  determined  in  advance  of 
the  hearing  that  the  board  would  sustain  the  charge,  adding  that 
“official  bodies  would  be  of  no  use  as  instruments  of  government 
if  they  could  be  prevented  from  action  by  the  supposition  of  wrong¬ 
ful  action.” 

This  decision,  for  all  practical  purposes,  placed  the  State  Board 
of  Accountancv  of  .Alabama  in  the  same  category  as  state  boards 
governing  the  practice  of  medicine,  law,  and  other  professions. 

Professional  Organization 
The  Demand  for  Uniformitij 

Some  members  of  the  American  .Association  of  Public  .Account¬ 
ants  considered  it  to  be  dominated  bv  New  A'ork  accountants  and 

’•Editorial,  “Court  Dteisions  Affecting  .Xccountancy,”  The  Journal  of 
Accountanct/,  \’oI.  X.X.W’II  (.March,  1924),  p.  214. 
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therefore  felt  that  a  reorganization  was  necessary  to  form  a  truly 
national  group.  The  first  official  intimation  of  the  need  for  a  change 
in  the  form  of  organization  was  in  an  address  by  the  president, 
J.  Porter  Joplin,  delivered  before  a  meeting  of  the  Association  at 
Seattle,  Washington,  in  September,  1915.  Joplin  called  attention 
to  the  lack  of  uniformity  in  standards  of  both  educational  and 
professional  attainments  in  the  several  states  having  C.P.A.  laws, 
and  he  emphasized  the  necessity  for  a  greater  measure  of  uni¬ 
formity  and  control.  In  line  with  this  idea,  he  suggested  that  a  study 
committee  be  appointed. 

The  report  of  this  committee  was  submitted  to  the  trustees  early 
in  1916.  It  set  forth  that  the  founders  of  the  Association  in  1887 
had  hoped  for  a  national  organization  that  would  govern  the  pro¬ 
fession  from  within.  But  after  the  passage  of  several  state  C.P.A. 
laws  the  emphasis  was  shifted  to  state  regulation,  although  some 
hopes  were  entertained  that  national  regulation  of  public  account¬ 
ancy  might  be  obtained  by  Congressional  action  substantially  similar 
to  that  of  the  states.  From  the  outset  uniformity  was  found  to  be 
impossible  because  of  the  problem  involved  in  dealing  with  48 
different  legislatures.  This  difificulty  was  reflected  in  the  wide 
variation  in  administration  of  the  first  two  laws  —  in  New  York  and 
Pennsylvania.  In  the  first,  the  administration  was  vested  in  the 
Board  of  Regents  of  the  State  University  of  the  State  of  New  York; 
in  the  second,  in  a  Board  of  Examiners  appointed  by  the  governor.®^ 

It  had  been  pointed  out  at  the  St.  Louis  Congress  of  1904  that 
some  of  the  state  laws  had  serious  defects.  In  almost  every  state 
in  which  there  was  legislation,  certain  accountants,  some  of  whom 
were  members  of  the  American  Association,  were  effectively  pre¬ 
vented  from  obtaining  certificates.  Thus,  a  large  part  of  the  practice 
of  public  accountancy  was  carried  on  by  those  individuals  who 
were  not  certified  public  accountants.  This  problem  was  aggra¬ 
vated  because  in  the  early  C.P.A.  laws  there  was  no  provision  for 
reciprocity  between  states. 

Unfortunately,  there  was  a  very  wide  range  in  standards  both 
as  to  preliminary  education  and  professional  training  for  taking 
the  C.P.A.  examination.  Some  states  required  no  preliminary  edu¬ 
cation  or  training  before  taking  the  examinations,  while  others  had 
verv  high  standards  involving  an  extensive  course  in  accounting 
and  several  years  of  experience. 

“Accountancv  in  the  States,”  The  Accountant,  Vol.  L\'  (Sept.,  1916), 
p.  398. 
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In  view  of  these  circumstances,  the  unavoidable  conclusion  of 
the  committee  was  that  in  some  states  the  title  “C.P.A.”  was  of  low 
repute.  The  holding  of  a  certificate  from  several  of  the  states  was 
not  an  acceptable  qualification  for  membership  in  the  American 
Association  of  Public  Accountants.  There  was  need  for  some  kind 
of  yardstick  which  could  be  applied  fairly  to  accountants  in  everv 
part  of  the  country,  and  which  would  indicate  to  the  business  public- 
in  every  state  tha.t  accountants  who  had  been  measured  bv  it  pos¬ 
sessed  at  least  a  reasonable  minimum  of  preliminary  education  and 
professional  training.  Moreover,  continued  membership  in  a  na¬ 
tional  body  of  accountants  must  be  accepted  as  evidence  that  the 
accountant  had  conducted  himself  with  reasonable  regard  to  his 
obligations  as  a  professional  man. 

To  foster  the  growth  of  the  profession  and  to  promote  and  con¬ 
serve  the  interests  of  the  business  public,  it  was  suggested  that  the 
profession,  as  represented  bv  a  national  organization,  should  assume 
more  direct  responsibilitv'  for  the  establishment  of  uniform  stand¬ 
ards  of  admission  to  and  retention  of  membership  in  the  organized 
body  of  the  profession. 

To  discharge  its  duties  properly,  the  .American  Association  of 
Public  Accountants  should,  the  committee  felt,  be  truly  national 
in  scope,  and  preferablv  it  should  have  a  national  charter.  A  na¬ 
tional  charter  could  only  be  obtained  through  Congress,  and  the 
committee  doubted  that  a  charter  could  be  obtained  that  would 
allow  the  profession  to  govern  itself.  Therefore,  they  suggested 
that  the  organization  should  be  incorporated  under  the  laws  of  the 
District  of  Columbia,  which  had  provision  for  the  incorporation  of 
educational  and  scientific  bodies.^^ 

The  Institute  of  Accountants 

The  new  name  of  the  organization  was  to  be  “The  Institute  of 
Accountants  in  the  United  States  of  America.”  The  name  of  “In¬ 
stitute”  was  used  for  its  significance  in  respect  to  the  educational 
goals  of  the  association.  The  addition  of  “in  the  United  States  of 
America”  was  suggested  in  order  to  show  that  the  organization 
was  to  be  a  national  one.^-”* 

It  was  hoped  by  some  members  that  federal  regulation  of  the 
profession  would  follow,  establishing  accountancv  on  a  national 

“  “The  Institute  of  Accountants  in  the  United  States  of  .•\nierica,”  The 
Accountant,  Vol.  LV'  (Nov.,  1916),  p.  440. 

“  Ibid. 
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basis  in  the  United  States.  But  this  hope  was  doomed  from  the 
outset.  It  would  have  been  extremely  difficult  to  obtain  federal 
legislation  regulating  the  profession.*^'®  A  majority  of  the  states  had 
already  passed  some  form  of  C.P.A.  law.  If  an  attempt  had  been 
made  to  supersede  these  laws  with  a  federal  law,  a  strong  feeling 
against  such  a  move  would  have  arisen  because  of  the  traditional 
antipathy  toward  the  invasion  of  states’  rights. 

Provisions  of  the  proposal  for  a  new  organization  were  as  fol¬ 
lows: 

( 1 )  It  should  be  an  organization  embracing  within  its  membership  all  ol 
the  reputable  practicing  public  accountants  in  the  United  States. 

(2)  Membership  should  be  individual  rather  than  through  other  societies. 

(3)  The  Institute,  through  its  board  of  examiners,  sliould  examine  e\erv 
applicant  for  membership.  Such  examinations  should  be  adapted  to 
the  needs  of  the  profession,  and  be  held  at  such  placx's  throughoiit  tlie 
countrx’  as  would  reasonably  meet  the  convenience  of  applicants. 

(4)  By  virtue  of  the  maintenance  of  unifonn  and  reasonably  high  standards 
a  helpful  influenc'e  would  be  exerted  by  the  Institute  upon  aceountanev 
education. 

(5)  The  profession  of  the  entire  country  would  lx-  represented  bv  a  national 
organization  responsive  not  only  to  the  lx*st  thought  of  the  profession 
but  also  capable  of  maintaining  its  dignity  and  honor. 

(6)  Through  the  maintenance  of  proper  standards  of  admission  to  and 
maintenance  of  membership  in  the  organization  a  substantial  recog¬ 
nition  of  the  profession  would  lx*  obtained  from  gov(*nmiental  bodies. 

The  drafts  of  the  bylaws  and  constitution  of  the  Institute  were 
submitted  to  the  Association  on  September  19,  1916,  and  approved. 
Thus,  all  members  of  the  American  Association  of  Public  .\ccount- 
ants  in  good  standing  on  that  date  became  members  of  The  Institute 
of  Accountants  in  the  United  States  of  America.®^'*  There  were 
1,150  charter  members  of  the  Institute.  The  first  officers  were: 
president,  W.  Sanders  Davies;  vice  presidents,  Carl  H.  Nau  and 
Harvey  S.  Chase;  treasurer,  Adam  A.  Ross.’’’’ 

"“Aceountanev  in  the  States,”  The  Accountant,  Vol.  LV  (Nov.,  1916), 
p.  398. 

“The  Institute  of  Accountants  in  the  United  States  of  America,”  The 
Accountant,  Vol.  L\'  (Nov.,  1916),  p.  442. 

"The  name  of  the  Institute  was  shortened  in  January,  1917,  to  “The 
American  Institute  of  .Accountants,”  dropping  the  words  “in  the  United  States 
of  America,”  because  the  same  results  were  accomplished  with  b'wer  words. 
The  new  name  went  into  effect  after  a  two-thirds  vote  of  the  memlx'rs  on 
January  22,  1917  (American  Institute  of  Accountants  Year  Book,  1917,  p.  144). 

"“The  Institute  of  Accountants  in  the  United  States  of  .America,”  The 
Accountant,  \'ol.  LV  (Nov.,  1916),  p.  444. 
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I'hc  American  Institute  of  Accountants  was  not  formed  to  dis¬ 
place  the  various  state  societies  of  certified  public  accountants  nor 
to  supplant  the  C.P.A.  laws  of  the  various  states.  It  had  its  genesis 
rather  in  the  effort  to  supplement  both  state  legislation  and  state 
societies  and  was  at  least  a  partial  remedy  for  the  defects  which 
had  developed  in  the  program  of  establishing  professional  standards 
and  professional  solidarity  by  enacting  statutes  and  issuing  certifi- 
cates.<‘* 

A  group  of  state  societies  must  inevitablv  be  characterized  by 
differences  of  opinion  betvveen  states,  and  in  manv  cases  jealousies 
would  be  expected.  With  all  its  merits,  the  American  Association 
of  Public  Accountants  was,  in  the  last  analvsis,  considered  by  some 
to  be  only  a  group  of  state  societies.  The  American  Institute  of 
•Accountants,  however,  with  membership  not  conditioned  upon 
participation  in  a  state  organization,  would  reflect  the  combined 
opinion  and  abilities  of  all  its  members.  If  differences  of  opinion 
arose,  thev  would  be  between  members  —  not  between  organiza¬ 
tions.^* 

The  newlv  formed  Institute  was  constantlv  alert  to  avoid  the 
charge  of  being  a  closed  corporation,  a  trust,  or  any  of  the  other 
reprehensible  appellations  that  were  apt  to  antagonize  the  American 
mind.  It  was  the  Institute’s  desire  to  have  on  its  roll  every  account¬ 
ant  who  was  honestly  engaged  in  public  practice  and  who  had  a 
sufficient  knowledge  of  accounting  to  justify  him  in  offering  his 
services  to  the  public  without  jeopardy  to  the  public  interest.^* 

Up  to  this  time  each  of  the  states  that  had  C.P.A.  laws  in  force 
prepared  its  own  examination.  This  led  to  varying  requirements 
and  standards  of  admittance  to  the  profession.  It  was  felt  by  the 
members  of  the  American  Institute  that  many  of  the  questions  on 
the  state  examinations  had  been  ultratechnical  and  that  a  man 
who  had  been  in  practice  for  a  number  of  years  could  not  answer 
them,  but  that  a  man  fresh  from  an  accounting  school  could  do  so. 
.Also,  many  of  the  state  examinations  were  designed  to  exclude 
rather  than  to  admit,  and  questions  had  been  formulated  which,  in 
many  cases,  were  susceptible  of  more  than  one  answer.  The  appli¬ 
cant  who  may  have  given  the  answer  selected  by  the  examiners 

('arl  H.  Nail,  “The  American  Institute  of  Accountants,”  The  Journal  of 
Accountancy,  Vol.  XXXI  (Feb.,  1921),  p.  105. 

**  “The  Record  of  the  American  Institute  of  Acc-ountants,”  The  Accountant, 
Vol.  LVH  (Dec.,  1917),  p.  453. 

‘’“Growth  of  Accountancy,”  The  Accountant,  Vol.  LV'II  (.'\ug.,  1917), 
p.  135. 
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would  pass,  whereas  the  applicant  giving  another  answer,  equalK’ 
accurate,  would  receive  no  credit  whatever.^  ^ 

A  Board  of  Examiners  of  the  Institute  was  therefore  appointed 
September  21,  1916,  and  Arthur  W.  Teele  was  elected  chairman.^^ 
One  of  the  first  measures  to  he  adopted  was  the  provision  that  an 
applicant  possessing  such  qualifications  as  the  board  might  from 
time  to  time  prescribe  could,  at  the  discretion  of  the  board  and 
upon  the  request  of  the  applicant,  he  subjected  to  oral,  instead  of 
written,  examinations  in  one  or  more  subjects.  The  oral  examina¬ 
tions  were  given  to  satisfy  those  who  felt  that  some  examination 
should  be  given  to  all  members  of  the  profession  regardless  of  how 
long  they  had  been  practicing  accounting.  This  action  was  adopted 
because  of  the  difiBculty  in  arriving  at  a  satisfactory  definition  of 
what  constituted  practicing  in  the  field  of  public  accountancy.^*’ 

The  first  examination,  under  the  auspices  of  the  American  Insti¬ 
tute  of  Accountants,  was  offered  on  June  14,  1917,  and  covered 
the  fields  of  accounting  theor)’  and  practice,  auditing,  and  c'om- 
mercial  law.  It  was  employed  in  California,  Colorado,  Florida, 
Michigan,  Missouri,  Nebraska,  New  Hampshire,  New  Jersey,  and 
Tennessee.^® 

Simultaneously,  other  forward  looking  steps  toward  elevation  of 
professional  standards  were  being  taken.  In  1917  George  O.  May, 
one  of  the  partners  of  Price,  Waterhouse  and  Company,  discussed 
with  members  of  the  Institute  the  question  of  founding  a  library 
and  bureau  of  information,  to  which  members  might  submit  ques¬ 
tions,  without  disclosure  of  names  on  either  side,  and  receive  opin¬ 
ions  from  other  members  who  were  qualified  to  answer  them,  as 
well  as  other  general  information  on  accountancy.  May  offered  a 
subscription  in  the  name  of  Price,  Waterhouse  and  Company  for 
the  purpose  of  establishing  such  a  library  and  bureau.  This  recom¬ 
mendation,  backed  by  the  subscription,  resulted  in  an  endowment 


““Institute  Examinations,”  The  Journal  of  Accountancy,  V’ol.  XXIII  (Feb., 
1917),  p.  133. 

**  “The  Institute  of  Accountants  in  the  United  States  of  America,”  The 
Accountant,  Vol.  LV  (Nov.,  1916),  p.  445.  “American  Institute  of  Account¬ 
ants  Board  of  Examiners,”  The  Jourruil  of  Accountancy,  V'ol.  .XXIV  (July, 
1917),  p.  20. 

““Accountancy  in  the  States,”  The  Accountant,  Vol.  LVI  (Jan.,  1917),  p.  81. 

**  Letter  from  Robert  L.  Kane,  Ediicational  Director  of  the  American  In¬ 
stitute  of  Accountants,  to  James  D.  Edwards,  dated  June  2,  1952.  A  copy 
of  the  first  examination  can  be  found  in  The  Journal  of  Accountancy  for 
July,  1917. 
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of  over  $200,000  for  the  establishment  of  a  library  and  research 
stafiF  by  the  Institute.^" 

Subsequent  measures  enlarged  the  scope  of  the  library  and  de¬ 
partment  of  information  services.  At  the  annual  meeting  of  the 
Council  of  the  American  Institute  held  in  April,  1926,  a  report  was 
received  from  the  committee  on  endowment.  Tliis  report  recom¬ 
mended  that  a  bureau  of  research  be  established  to  investigate 
areas  of  research  in  accounting  and  make  its  findings  available  to 
the  profession.  The  report  of  the  committee  was  unanimouslv  ap¬ 
proved  by  the  Council,  and  the  bureau  was  established  shortly 
thereafter.'*'^  It  has  continued  to  serve  its  useful  purpose  for  the 
profession  down  to  the  prestmt  day. 

Tlie  National  Association  of  Certified  Public  Accountants 

Despite  the  formation  in  1916  of  the  .\merican  Institute  of  Ac¬ 
countants  and  the  achievement  of  effective  national  representation, 
peace  in  the  public  accountancy  profession  was  short-lived.  In 
1921  the  National  Association  of  Certified  Public  Accountants  was 
privately  incorpejrated,  and  promptly  threatened  to  destroy  the 
.\merican  Institute  by  issuing  C.P..\.  certificates  to  those  who  sup¬ 
posedly  took  examinations  and  paid  a  fee.  From  the  information 
available,  it  appears  that  the  emphasis  was  placed  on  the  payment 
of  a  fee  and  dues  to  the  organization  and  maintenance  of  a  bond. 
TTie  bond  was  required  in  order  to  protect  the  members  of  the 
organization  from  suits  brought  against  them  for  negligence  in 
the  fulfillment  of  their  duties. 

The  purpose  of  the  National  Association,  according  to  its  articles 
of  incorporation,  was  as  follows: 

The  purpose  for  which  said  corporation  is  to  be  fonned:  To  bring  together 
in  one  common  union  certified  public  accountants  who  are  now,  or  heretofore 
liave  been,  engaged  in  the  practice  of  professional  acc-ounting;  also  those  who, 
by  virtue  of  education,  personal  endowments,  technical  training  and  experience 
are  qualified  to  perform  the  duties  pertaining  to  professional  accounting;  to 
provide  for  the  admission  of  members;  and  when  said  members  shall  have 
presented  satisfactory  evidence  of  knowledge  in  the  theory  and  practice  of 
accounting,  and  shall  have  satisfactorily  passed  the  prescribed  qualifying  exami- 

.  Sanders  W.  Davies,  “Genesis,  Growth  and  Aims  of  the  Institute,”  The 
Journal  of  Accountanctj,  \’ol.  XLII  (Aug.,  1926),  p.  108. 

*"  “A  Bureau  of  Research,”  The  Journal  of  Accountancy,  Vol.  XLII  (Aug., 
1926),  p.  108. 

**  Editorial,  “Certificate  of  Incorporation  of  the  National  A.ssociation  of 
Certified  Public  Accountants,”  The  Certified  Public  Accountant  Bulletin,  Vol. 
II  (Dec.,  1923),  p.  4. 
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nations  of  the  Association,  to  admit  said  members  to  the  degree  of  certified 
public  accountant,  and  to  issue  to  such  members  tlie  association’s  formal  c'ertifi- 
cate  to  that  degree  pc-rtaining;  to  safeguard  the  rightful  professional  interests 
and  promote  the  friendly,  and  social,  and  public  relations  of  the  members  of 
this  corporation;  and  to  do  all  else  incident,  appurtenant,  and  gf*nnane  to  the 
purpose  and  objects  of  this  corjxiration. 

This  organization  purported  to  give  examinations  to  applicants 
before  issuing  C.P.A.  certificates,  ])ut  actually  it  was  a  certificate 
mill  from  which  anyone,  without  regard  to  training  or  expc'rience, 
could  obtain  a  C.P.A.  certificate  for  a  price.  In  fact,  during  its 
short  life,  1920  to  1923,  it  issued  something  like  3,(MK)  certificates 
to  those  taking  “examinations.” 

The  National  .Association  explained  the  bond  rerjuirr'd  of  the 
members  of  this  organization  as  follows: 

The  National  Association,  representing  the  majority  of  its  memlxTs’  views, 
always  has  held  firmly  to  the  belief  that  all  human  nature  is  weak  at  best, 
and  that  that  weakness  extends  even  to  Public  .Accountants,  certifii  d  or  other¬ 
wise.  With  this  btdief,  the  National  .Association  devised  and  supplied  to  its 
members  a  fidelity  Ixmd  for  their  protection  and  for  the  protection  of  the  public. 

This  organization  was  soon  under  attack.  The  United  States 
gov  ernment  brought  suit-  in  the  District  of  Columbia  against  the 
National  Association  to  prevent,  by  injunction,  the  issuance  of 
certificates  which  purported  to  entitle  the  holders  to  describe  them¬ 
selves  as  certified  public  accountants.  The  injunction  was  upheld 
by  the  Court  of  Appeals  in  the  District  of  Columbia,  which  based 
its  decision  on  the  states’  rights  under  the  Constitution  to  regulate 
the  activities  of  a  profession.  If  the  Association,  a  private  corpora¬ 
tion,  had  been  held  to  have  the  right  to  issue  certificates,  serious 
disagreements  and  confusion  would  certainly  have  resulted.  The 
editors  of  The  Journal  of  Accountancy  asserted  that  injury  would 
have  been  done  to  all  holders  of  certified  public  accountant  certifi¬ 
cates  properly  issued  by  state  boards.®'  Also,  other  corporations 
would  have  been  formed  which  would  have  completely  destroyed 
the  value  of  the  C.P.A.  designation. 

This  decisive  action  by  the  federal  government  against  the  Na¬ 
tional  Association  marks  the  time  when  the  states’  right  to  license 
public  practitioners  was  established.  No  further  attempts  have 

'""VV’.  R.  Ande-rson,  “Tlte  Surety  Bond,  ”  The  Certified  Public  Accountant 
Bulletin,  Vol.  IV  (Oct.,  1925),  p.  4. 

Editorial,  “Injunction  against  National  Association  of  Certified  Public 
Accountants,”  The  Journal  of  Accountancy,  Vol.  .X.XXVI  (July,  1923),  p.  30. 
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huen  made  by  private  organizations  to  issue  certificates,  nor  has  a 
federal  license  been  sought  for  public  accountmts. 

Aitirrican  ^iociety  of  Certified  Puhlie  Aecountants 

Dissatisfaction  with  the  policies  of  the  American  Institute  was  a 
factor  that  led,  in  1921,  to  the  organization  of  the  American  Society 
of  Certified  Public  Accountants.  The  Institute  was  still  admitting 
noncertified  public  accountants  to  membership  and  was  not  foster¬ 
ing  the  passage  of  additional  C.P.A.  laws  with  the  aggressiveness 
that  some  members  felt  it  should.  On  the  other  hand,  some  state 
examinations  were  not  recognized  by  the  Institute,  and  C.P.A. s 
in  those  states  were  excluded  from  membership  in  the  Institute 
unless  they  submitted  to  another  examination  given  bv  the  Board 
of  Examiners  of  the  Institute.  Then,  too,  the  Institute  had  not  onlv 
failed  to  take  anv  positive  action  against  the  National  Association 
but  had  made  a  move  to  abandon  support  of  the  C.P.A.  certificate. 
Thus,  a  number  of  members  of  the  Institute  felt  that  there  was 
room  for  an  organization  composed  exclusivelv  of  certified  public 
accountants,  which  could  continuallv  emphasize  the  value  of  the 
certificate  and  devote  a  major  portion  of  its  energies  to  develop¬ 
ment  of  state  societies  and  to  the  promotion  of  state  legislation. 
These  members  met  in  Chicago  und(‘r  a  charter  obtained  from  the 
District  of  Columbia  and  formi'd  the  American  Societv  of  Certified 
Public  .\ccountants.’'- 

The  .American  Society^  represented  the  “liberal”  element  of  the 
public  accounting  profession,  and  the  .American  Institute  of  Ac¬ 
countants  represented  the  “conservative”  element."’’*  Differences  in 
<‘mphasis-  and  organization  between  the  two  groups  were  mitrked. 
The  .American  Society'  .sought  to  remedy  the  “lack  of  a  national 
organization  for  expressing  the  will  in  a  national  wav  of  ALL 
Certified  Public  .Accountants  of  .ALL  the  States.”  One  step  toward 
this  goal  was  the  recpiirement  that  once  a  person  received  a  C.P.A. 
certificate  granted  by  a  state,  he  was  eligible  for  membership  in 
the  Societv.’’  ’  Then,  too,  there  was  a  feeling  among  many  members 

■“  Hfjlnrt  n.  Montnoniery’,  Fifty  Years  of  Accountancy  (New  York,  1939), 
p.  69.  “'I'hi'  American  Societv  and  the  .\rnerican  Institute,”  The  Certified 
Public  Accountant,  Vol.  Ill  (()ct.,  1921),  p.  244. 

'■‘Ilenrv  J.  .Miller,  “The  American  Society  and  the  American  Institute,” 
The  Cin-tified  Public  Accountant,  \’ol.  V  (Dec.,  1925),  j>.  1.57. 

■*  “The  .American  Society  and  the  .American  Institute,  The  Certified  Public 
Accountant,  Vol.  Ill  (Oct.,  1924),  p.  244. 

“Constitution  and  By-Laws  of  the  .American  Society  of  Certified  Public 
.Accountants,”  The  Certified  Public  Accountant,  Vol.  II  (Aug.,  1923),  p.  213. 
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of  the  profession  outside  the  eastern  area  of  the  United  States  that 
the  American  Institute  was  being  run  by  just  a  few  members.'’*' 
Consequently,  the  constitution  of  the  American  Society  set  forth 
that  the  United  States  would  be  divided  into  districts.  Each  state 
would  have  the  right  to  elect  one  representative  for  each  50  mem¬ 
bers  or  major  fraction  thereof,  and  any  state  with  less  than  50 
members  should  elect  one  representative.  The  district  representa¬ 
tives  would  then  elect  directors  annually  to  serve  on  the  board  of 
directors,  which  was  the  governing  body  of  the  organization. 

It  was  felt  by  the  members  of  the  Society  that  the  problem  of 
winning  complete  public  recognition  and  respect  was  greater  than 
any  other  facing  the  public  accountancy  profession.  'The  aims  of 
the  Society,  in  an  effort  to  achieve  this  status,  were: 

( 1 )  to  cooperate  effectively  with  the  state  societies 

•  ( 2 )  to  promote  the  prestige  of  tlie  state  societies 

(3)  to  protect  and  foster  the  state-granted  certificates 

(4)  to  educate  the  public  generally,  and  businessmen  specifically,  to  under¬ 
stand  the  importance  and  advantages  of  C.P.A.  service 

•  (5)  to  cooperate  financially  and  in  other  ways  with  the  state  societies  fight¬ 

ing  adverse  legislation,  and 

(6)  to  stimulate  education  of  all  accountants  already  certified  and  tliose 
who  are  working  to  earn  their  certificates. 

Even  as  soon  after  the  formation  of  the  Society  as  1924,  there 
were  attempts  to  consolidate  the  two  national  organizations.  This 
merger,  however,  was  not  to  come  about  for  several  years  there¬ 
after.®*  Both  of  the  national  public  accounting  organizations  con¬ 
tinued  in  active  operation,  and  in  many  cases  performed  duplicate 
functions.  In  fact,  many  of  the  leading  professional  public  account¬ 
ants  in  practice  during  the  tenure  of  the  two  organizations  held 
membership  in  both.  Individuals  who  held  these  memberships 
did  so  in  good  faith,  although  certain  leaders,  such  as  Robert  H. 
Montgomery,  did  not  approve  of  the  two  distinct  organizations 
and  worked  diligently  for  a  merger. 

The  basic  issue  which  kept  the  two  groups  apart  was  dramatized 
at  the  1925  annual  meeting  of  the  American  Institute.  At  that  time 
an  amendment  was  introduced  to  that  organization’s  constitution 

''"“The  American  Society  and  the  American  Institute,”  The  Certified  Public 
Accountant,  Vol.  Ill  (Oct.,  1924),  p.  247. 

”  Alexander  Banks,  “Problems  Now  Confronting  the  Public  Accounting 
Profession,”  The  Certified  Public  Accountant,  \’ol.  Ill  (Ian.,  1924),  p.  20. 

“  See  Edwards,  “Public  Accounting  in  the  United  States  from  1928  to 
1951,”  Business  History  Review,  Vol.  XXX  (Dec.,  1956),  p.  462. 
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to  restrict  membership  to  Certified  Public  Accountants.  .\n  earlier 
attempt  to  bring  this  change  about  had  been  defeated  by  a  very 
small  majority.  Some  of  the  leading  practitioners  continued  to  feel 
that  membership  in  the  national  organization  should  be  restricted 
to  those  who  had  C.P..‘\.  certificates,  yet  when  the  amendment  was 
presented  to  the  Institute  for  a  vote  it  was  overwhelmingly  de¬ 
feated.'’*'  The  reason  for  this  decisive  action  is  not  hard  to  discern. 
Some  Institute  members  were  not  C.P..\.s  because  one  of  the  pur¬ 
poses  of  the  Institute  was  to  admit  those  eligible  public  accountants 
who  could  not  meet  the  reejuirements  of  state  legislation.  The 
American  Society  had  restricted  its  membership  to  Certified  Public 
.\ccountants.  If  the  .American  Institute  had  done  the  same  thing, 
the  tw'o  organizations  would  have  been  practicallv  identical. 


Education  foh  Accountancy 

One  issue  upon  which  all  accounting  organizations  were  able  to 
agree  was  the  importance  of  professional  education.  .Among  the 
stated  objectives  of  the  American  Institute  of  Accountants,  for 
example,  were  the  following:  ““ 

( 1 )  To  promote  education  in  the  science  of  accounts,  and  in  practical  appli¬ 
cation  of  that  science,  throughout  the  United  States  of  America  and 
its  territories  and  possessions 

(2)  To  maintain  a  library  of  works  treating  upon  the  subject  of  accountancy 
and  upon  related  subjects  and  to  encourage  the  production  of  such  works 

(3)  To  publish  books,  pamphlets,  and  periodicals  for  the  increase  of  infonua- 
tion  and  education  in  the  science  of  accounts. 

The  American  Societ\’  of  Certified  Public  .Accountants  also  wrote 
into  its  constitution,  as  one  of  its  objectives,  the  following:  “to 
stimulate  education  of  all  accountants  now  certified,  and  those  who 
are  working  to  earn  their  certificates.”  The  American  Society  ac¬ 
knowledged  not  only  the  need  for  instruction  of  candidates  pre¬ 
paring  for  the  C.P..A.  exam  but  also  a  continuing  educational  pro¬ 
gram  for  the  certified  man. 

Universities  and  technical  schools,  recognizing  the  need  for 
training  and  possibly  foreseeing  the  part  which  the  accountant 

“Editorial,  “The  Institute  Rejects  an  Amendment,”  The  Journal  of  Ac¬ 
countancy,  Vol.  XL  (Nov.,  1925),  p.  355. 

"Editorial,  “For  Federal  Incorporation,”  The  Journal  of  Accountancy, 
Vol.  X.\XIII  (Jan.,  1922),  p.  39. 

*'  Alexander  Banks,  “Problems  Now  Confronting  the  Public  .Accounting 
Profession,”  The  Certified  Public  Accountant,  Vol.  Ill  (Jan.,  1924),*  p.  2. 


98 


JAMES  DON  EDW  AKDS 


would  be  called  upon  to  play  in  the  modern  industrial  world,  re¬ 
adjusted  and  expanded  their  curricula  to  provide  intensive  schooling 
for  the  student  of  accountancy.  By  1920  most  of  the  major  uni¬ 
versities  and  colleges  not  only  had  courses  of  study  in  their  curricula 
but  were  offering  degrees  in  business  administration  with  a  major 
in  accounting.''-  The  increase  from  52  colleges  in  1910  offering  such 
degrees,  to  116  in  1916,  was  an  indication  of  the  expansion  of  edu¬ 
cational  opportunities  for  accounting  students.  It  was  significant, 
too,  that  48  of  these  institutions  were  offering  courses  pointed  spe¬ 
cifically  toward  obtaining  the  C.P.A.  certificate. Further  indication 
of  the  significance  of  university  training  in  accounting  can  be  seen 
in  the  formation  of  a  national  organization  of  instructors,  formally 
organized  at  Columbus,  Ohio,  on  December  28,  1916,  as  the  “Ameri¬ 
can  Association  of  UniversiW  Instructors  in  Accounting.”*'^ 

Technical  education  was  also  being  carried  on  with  some  success 
by  correspondence.  For  example,  the  LaSalle  Extension  University 
of  Chicago  had  over  ten  thousand  accounting  students  in  1917. 
Another  of  the  earlv  accounting  correspondence  schools  was  the 
Walton  School  of  Commerce.  Students  included  not  only  clerks, 
bookkeepers,  and  junior  accountants,  but  also  senior  accountants, 
auditors,  and  comptrollers  of  large  corporations  as  well  as  public 
accountants  who  understood  the  value  of  continuous  training  in 
their  profession.*''' 


Growth  of  Accounting  Firm  Branc  h  ('ffic  es 

The  final  significant  characteristic  of  the  1913-1928  period  was 
the  rapid  growth  in  size  and  number  of  branch  offices  maintained 
by  the  larger  accounting  firms.*'*'  In  all  professions  work  was  orig- 
inallv  almost  wholly  an  individual  matter.  The  lawyer,  for  instance, 
had  his  offices  in  which  he  met  his  clients  and  personally  serxed 
their  needs.  In  the  beginning  the  accountant,  too,  worked  in  a 
somewhat  similar  fashion. 

'“Editorial,  “Growth  of  Accountancy,”  The  Accountant,  Vol.  L\'1I 
1917),  p.  134. 

C.  E.  Allen,  “The  Grow’th  of  Accounting  Instruction  Since  1900,’’  The 
Acamntinp^  Retietc,  V^)l.  II  (June,  1927),  p.  160. 

'**  Editorial.  “American  Association  of  University  Instructors  in  .Account¬ 
ing,”  The  Journal  of  Accountancy,  Vol.  XXV'  ( Eeh.,  1918),  p.  1.5.5. 

*’  Arthur  W.  Ghase,  “University  Education  of  Accounting  Students  in  the 
United  States,”  The  Accountant,  V’ol.  LVII  (Sept.,  1917),  p.  17'\ 

'"Editorial,  “National  Aspects  of  Public  Accountancy,”  The  Jourruil  of 
Accountancy,  Vol.  XIX  (Jan.,  1914),  p.  49. 
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The  relationships  thus  established  were  ideal  in  many  respects, 
but  this  localized,  highly  personal  type  of  practice  was  rendereil 
increasingly  difficult  by  the  growth  in  volume  of  business  and  the 
increasing  variety  and  extent  of  engagements,  .\ccountancy,  in 
fact,  has  been  and  is  more  closelv  connected  with  change  and 
development  in  the  business  community  than  perhaps  any  other 
profession.  \s  a  business  service,  accountancy  necessarilv  con¬ 
formed  in  its  evolution  to  the  necessities  imposed  upon  it  bv  the 
changing  structure  of  business.*’' 

W’bcn  the  financial  ami  physical  operations  of  business  outgrew 
local  bounds,  the  branch  office  system  in  public  accounting  became 
an  absolute  necessity.  .As  incorporated  business  organizations  be¬ 
came  larger  and  began  to  open  branch  offices,  so  did  the  accounting 
firms.  It  was  soon  demonstrati’il  that  bv  means  of  such  offices  the 
accounting  firms  were  able  to  serve  their  clients  more  efficiently. 
If  a  (^P..\.  firm  did  the  auditing  for  the  home  office,  it  usuallv  was 
the  policy  to  hav(‘  the  same  firm  audit  th(‘  branch  offices.  Many 
auditors  originally  depended  on  a  correspondent  firm  to  handle 
the  audit  of  far-flung  offices  and  plants,  but  it  was  much  more  satis¬ 
factory  to  have  an  offica*  of  one’s  own  firm  in  a  given  area  to  ensure 
Ix’tter  control  over  the  audits.  These  branch  offices  of  accounting 
firms  were  usuallv  staffed  to  furnish  all  the  services  offered  bv  tbe 
home  office.  .Xt  tlu'  same  time  thev'  were  able  to  trade  on  a  national 
reputation,  inasmucb  as  the  home  office  had  the  responsibility  of 
reviewing  the  work  performed.*’’^ 

Of  the  various  objections  raised  to  the  establishment  of  branch 
offices,  the  most  important  was  the  criticism  of  the  local  practitioner 
who  felt  that  the  national  firms  were  inv  ading  his  territory.  Never¬ 
theless,  the  capital  that  increasinglv  large-scale  business  required 
was  obtained  in  large  measure  from  commercial  banks  and  invest¬ 
ment  bankers  in  the  financial  centers  of  the  country  rather  than 
locally.  .Almost  univ  ersally  the  audit  certificate  of  a  public  account¬ 
ant  came  to  be  required,  as  a  matter  of  sound  business  practice, 
in  connection  with  capital  transactions.  The  signature  to  the  certifi¬ 
cate  had  to  be  that  of  an  accountant  whose  reputation  was  known 
to  the  lenders.  In  business  of  a  purely  local  nature,  the  branch 
office  of. a  nationally  known  accounting  firm  was  in  no  better  posi- 

"  Editorial,  “Brandi  Office  P^tliics,”  The  Journal  of  Accountancy,  \'ol. 
X.WIII  (Sept.,  1919),  p.  212. 

T.  Ross,  “Growth  and  Effect  of  Branch  Offices,”  The  Jourtuil  of  Ac- 
(•(mntancy,  \'ol.  .\X\  (Oct.,  1920),  p.  256. 
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tion  than  the  accountant  whose  practice  was  confined  to  a  small 
territorv'.  Local  acceptance  of  certificates  from  either  t\'pe  of  firm 
depended  on  the  work  each  had  performed  locally.  Generally 
speaking,  however,  the  national  firm’s  certificate  commanded  a 
much  wider  area  of  acceptance  than  the  certificate  issued  by  a 
local  C.P.A.  This  circumstance  was  of  great  significance  in  an  era 
of  rapidly  expanding  commerce,  and  had  the  effect  of  making  the 
large  accounting  firms  still  larger. 

SUMMAHY 

By  the  end  of  the  1913-1928  period,  the  public  accounting  pro¬ 
fession  had  attained  national  prominence.  The  .American  Institute 
of  .Accountants  was  well  established  and  functioning  on  a  national 
basis,  giving  two  examinations  yearly  for  candidates  who  desired 
admission  to  the  Institute.  In  the  .American  Society  of  Certified 
Public  .Accountants,  the  profession  had  another  national  organiza¬ 
tion,  representing  the  liberal  element  of  the  C.P..A.  movement.  Tlie 
importance  of  both  groups  was  reflected  in  the  fact  that  many 
practitioners  felt  it  worthwhile  to  hold  memberships  in  both. 

Under  the  influence  of  the  income  tax  law  of  1913  and  the  excess 
profits  tax  of  1917,  the  public  accounting  profession  had  grown 
rapidly.  These  laws  had  established  a  new  phase  of  operations  for 
the  public  accountant.  First  called  in  to  assist  in  the  preparation 
of  income  tax  returns,  the  accountant  was  able  to  furnish  his  client 
other  beneficial  services.  This  fact  was  reflected  in  the  rapid  ex¬ 
pansion  of  national  and  local  public  accounting  firms.  Tlien,  too, 
many  companies  engaged  auditors  on  a  regular  basis  for  the  first 
time. 

By  1924  all  of  the  states  and  territories  had  enacted  C.P..A.  legis¬ 
lation.  There  was  as  yet  no  strict  uniformity  in  the  laws  of  the 
several  states  nor  in  the  examinations  given  to  candidates;  the  time 
had  not  come  when  the  .American  Institute  examination  was  to  be 
used  to  establish  uniform  examination  standaids  for  all  C.P.A.s. 
Neither  had  the  exact  limits  of  accountants’  responsibilities  and 
liabilities  been  established.  This  waited  upon  enactment  of  the  se¬ 
curities  regulations  of  the  early  1930’s.  Nevertheless,  by  1928  several 
important  legal  actions  had  been  undertaken  that  helped  clarify 
the  accountant’s  obligations  to  clients  and  to  the  business  commu¬ 
nity  generally. 

Throughout  the  period,  accounting  leaders,  aided  bv  the  trade 
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ort'ani/atioiis  tliev  had  estahlislu-d,  remained  sensitive  to  the  prob¬ 
lems  of  better  legislation  and  improved  education.  Marked  for¬ 
ward  strides  were  made  in  both  areas.  Professional  standards  and 
reputation  were  elevated,  and  —  perhaps  because  of  that  circum¬ 
stance  —  the  accounting  profession  proved  highly  adaptable  to  the 
greatly  enlarged  and  complicated  demands  of  a  fast-growing  eco¬ 
nomic  system. 


By  James  //.  Soltow 

insthuc;toh  in  histohy 
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The  Small  City  Industrialist,  1900-1950: 
A  Case  Study  of  Norristown, 
Pennsylvania’' 


C  Hist(fruins  of  the  ctifrcprcncur  a/ul  of  the  firm  etieounter  threat  difficult i/ 
in  fituUng  comparative  data  af'aimt  tihich  to  measure  their  subject.  Em¬ 
pirical  studies  such  as  this  oue,  dealing  in  broad  yet  specific  terms  u  ith 
the  ebb  ami  flow  of  enterprise  in  a  community,  jmn  ide  a  workable  fiuide 
to  what  constitutes  typical  patterns  (tf  business  development. 


I 

Small  btisinoss  in  America  has  been  cbaracterizecl  traditionalK 
as  “a  symbol  of  opportunitv,  enterprise,  innovation,  ami  achieve¬ 
ment.”  ’  Indeed,  many  regard  small  business  as  the  very  core  of 
the  free  enterprise  system.  Although  large-scale  enterprise  has 
assumed  increasing  importance  in  the  twentieth  century,  the  total 
number  of  business  firms  over  the  long  run  has  kept  pace  with 
population  growth. - 

While  the  total  number  of  business  establishments,  either  in  the 
nation  as  a  whole  or  in  any  specific  community,  may  not  vary  greatly 
from  year  to  year,  all  indications  point  to  a  fairly  high  rate  of  turn¬ 
over  of  individual  firms.  Data  for  the  United  States  show  annual 
birth  rates  of  new  concerns  which  varied  from  152  to  252  per  1,(KM) 
firms  over  the  period  1 900-1941.  Likewise,  annual  death  rates  ran 
from  115  to  2o0  per  1,(K)0  concerns  during  these  four  decades.  * 

°  Data  for  this  article  were  drawn  from  a  doctoral  dissertation,  “Mamilac- 
turing  in  .Norristown,  Fcnns\  Ivania,  in  tlie  Twentietli  fientnry,”  completid  in 
1954  at  the  University  of  Pennsylvania  under  the  supervision  of  Professor 
Thomas  C.  Cochran.  The  University’s  Behavioral  Research  Council  extended 
financial  support  to  carry  on  the  research  as  a  part  of  its  sjjonsorship  of  a  broad 
interdisciplinary  study  of  technological  change  and  social  adjustment  in  Norris¬ 
town. 

'A.  D.  H.  Kaplan,  Small  Business:  Its  Place  and  Problems  (New  York, 
1948),  p.  vii. 

‘Ibid.,  p.  42.  The  number  of  establishments  per  l.tMH)  population 
15.43  in  1900,  reached  18.38  in  1926,  and  stood  at  15.10  in  1943. 

’  Ibid.,  p.  57. 


was 


Tin:  SMALL  C  ITY  INDL'STHIALIST 


103 


Sij^iiificant  statistical  studies  of  births  and  deaths  of  enterprises 
have  been  maded  but  there  exists  little  specific  information  about 
the  character  of  individual  entries  and  terminations  of  small  busi¬ 
ness.  As  one  writer  has  generalized,  entrepreneursliip  is  chosen  not 
only  by  “men  ol  superior  ability  and  ad(‘({uate  financial  resources 
as  the  most  satisfying  outlet  for  their  talents  and  initiative,”  })ut  it 
is  imposed  on  “pi'ople  who  do  not  find  emplovnient  opportunities 
with  established  companies  because  of  peculiarities  of  personalitv, 
education,  or  background.”  '*  However,  we  know  little  more  than 
this  about  these  entrepreneurs  and  their  decisions  to  initiate,  dis¬ 
solve,  sell,  purchase,  or  merge  enterprises,  which  “taken  collectively 
represent  one  of  the  important  processes  bv  which  adjustment  to 
changing  conditions  is  achieved,  innovation  is  introduced,  and  per¬ 
sonnel  is  selectetl  for  business  leadership.”'*  This  article,  based  upon 
a  case  studv  of  manufacturing  industrit's  in  Norristown,  Pennsvl- 
vania,  since  19(K),  focuses  attention  on  the  wavs  in  which  new 
business  units  have  been  established  in  tlu‘  communitv  and  on  the 
reasons  for  discontinuance  of  operations  of  industrial  concerns. 

First,  something  of  the  general  nature  of  tlie  Norristown  commu¬ 
nitv  anil  its  industrv  should  be  indicated.  Norristown,  countv  seat 
of  .Montgomerv  C’ountv,  lies  on  the  Schuvlkill  River  siwenteen  miles 
west  of  Philadelphia.  Total  population  of  the  Norristown  area, 
which  includes  Norristown  borough,  Bridgeport  borough,  ilirectlv 
across  the  riv(*r,  and  five  adjacent  townships,  was  69,22S  in  1950. 
.•Mthough  Norristown  lies  within  the  Philadi'lphia  metropolitan  area 
as  defined  bv  the  United  States  Census  Bureau,  the  communitv  has 
had  an  existence  of  its  own  in  manv  wavs  indepi'iident  of  the  me¬ 
tropolis.  While  some  of  the  Norristown  area’s  residents  commute 
to  citv  jobs  in  Philadelphia,  most  members  of  the  labor  force  work 
in  local  industrial  and  commercial  establishments. 

‘  .Src  Si(liu\  (ioldstfin  ami  kurt  .\Iaytr,  “I'attiriis  ot  Hu.sint's.s  Growth  ami 
Survival  in  a  Mmliuin-Sizod  C^oinnumity,”  Journal  of  Economic  Historij,  Vol. 
.WII  (1957),  pp.  193-20f),  a  statistical  study  of  birth  and  death  rates  of  busi¬ 
ness  in  Norristown,  Pennsylvania,  based  on  data  in  citv  diri'ctories.  H.  Ci. 
Hutchinson,  .\.  B.  Hutchin.son,  &  Mabel  Newcomer,  Studv  in  Business  .Mor¬ 
tality:  Length  of  Life  of  Business  Enterprises  in  Poughkeepsie,  New  York, 
1843-1936,”  American  Ecortomic  Retiew,  Vol.  X.WIII  (1938),  pp.  497-514, 
is  likewise  based  on  citv  directories.  Data  showing  numbers  of  new  and  dis¬ 
continued  businesses  for  the  United  States  as  a  whole  appear  in  Statistical  Ab¬ 
stract  of  the  United  States  (Washington:  Government  Printing  Office). 

*  Kaplan,  op.  (it.,  p.  4. 

*  Howard  B.  Bowen,  The  Business  Enterprise  as  a  Subject  for  Research, 
Social  Science  Besearch  Council,  Pamphlet  11  (New  York:  Social  Science  Be- 
search  Council,  1955),  p.  48. 
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Employment  in  manufacturing  in  the  Norristown  area  increased 
over  the  half  century  from  an  estimated  4,500  in  1899  to  almost 
17,000  in  1951,  with  major  periods  of  growth  recorded  in  the  first 
decade  of  the  centuiy’,  in  the  years  during  and  immediately  follow¬ 
ing  World  War  I,  and  in  the  late  1930’s  and  earlv  1940’s.  Industry 
in  the  area  is  now  well  diversified,  although  textiles,  particularly 
seamless  hosi(*rv  and  woolen  goods,  were  predominant  in  the  com¬ 
munity’s  manufactures  at  the  turn  of  the  centurv'.  While  textiles 
have  declined  in  importance,  growth  has  taken  place  in  basic  steel 
production,  seamless  steel  tubing,  plastics  and  svnthetic  fibers, 
rubber  tires,  and  insulation  materials.  Industries  utilizing  limestone 
and  related  minerals,  like  those  producing  magnesia  insulation 
materials,  are  the  only  ones  in  the  area  dependent  upon  local  raw 
materials.  With  few  exceptions,  Norristown’s  manufacturers  fall 
within  generallv  accepted  definitions  of  what  constitutes  small 
business." 

Through  the  use  of  personal  interviews  with  present  executives 
and  older  members  of  the  business  communitv,  answers  to  letters 
sent  to  other  local  executives  and  to  firms  no  longer  located  in 
Norristown,  and  articles  in  local  newspapers,  data  were  secured 
on  the  circumstances  surrounding  the  origins  of  seventy-six  com¬ 
panies  and  the  discontinuances  of  sixtx  -five.  Complete  details  were 
not  available  in  all  cases,  and  both  sets  of  data  were  weighted  in 
favor  of  the  more  important  enterprises  that  have  left  some  record 
of  their  existence.  However,  all  of  the  important  industries  in  the 
community  were  represented.  It  should  be  emphasized  that  the 
data  were  not  sufficiently  numerous  to  yield  a  statistically  valid 
sample  of  the  period  under  consideration;  rather,  the  analysis  sum¬ 
marizes  a  number  of  case  studies. 

II 

.\lthough  wage  earners  were  able  to  start  their  own  firms  and 
handworkers  in  home  shops  were  able  to  expand  to  factory  indus- 
tr\',  men  with  previous  e.xecutive  or  managerial  experience  were 
more  likelv  to  create  the  important  new  enterprises  in  Norristown 

'Out  of  146  industrial  establishments  in  the  Xorristown  area  in  1950,  115 
had  fewer  than  100  employees.  See  Kaplan,  op.  cit.,  pj).  10-22,  for  some 
definitions  of  small  business.  A  proposed  system  of  classification  whicb  recog¬ 
nizes  the  wide  variations  in  different  industries  was  submitted  to  the  United 
States  Senate  Committee  on  Small  Business  in  1951.  According  to  this  classi¬ 
fication,  a  concern  with  50  employees  might  be  regarded  as  small  business  in 
one  industA',  while  a  finn  with  4,000  employees  might  be  regarded  as  small 
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since  1900.  Of  the  seventy-six  companies  whose  origins  were  traced, 
thirty-five  were  locally  founded.  Fifteen  of  these  firms  were  started 
by  men  who  previously  were  executives  or  managers  in  other  local 
companies  in  the  same  or  a  closely  related  type  of  industry.  This 
category  includes  five  men  who  served  in  other  firms  as  presidents, 
three  as  vice  presidents,  one  as  treasurer,  two  as  secretaries,  and 
four  as  general  managers  or  superintendents.  Length  of  managerial 
experience  varied  from  four  to  thirty  years,  with  the  average  at 
about  sixteen  years  in  the  cases  of  eleven  entrepreneurs  for  whom 
data  on  this  point  were  available. 

Six  of  the  group  held  ownership  interests  in  the  companies  with 
which  they  were  associated  previously,  but  they  relincpiished  these 
holdings  prior  to  starting  the  new  enterprises.  The  other  nine  were 
salaried  managers,  five  of  whom  organized  new  firms  to  purchase 
plants  in  which  they  had  been  employed  as  managers. 

Data  on  sources  of  original  capital  were  available  for  eight  firms 
started  by  executives  and  managers  of  local  companies,  Tliree  used 
personal  savings,  but  to  supplement  tbis  source  one  entrepreneur 
received  backing  from  family  and  personal  friends  and  another 
was  extended  lenient  terms  of  sale  bv  previous  plant  owners.  In¬ 
vestment  of  profits  from  previous  business  operations  satisfied 
capital  reejuirements  for  two  enterprises.  One  company  was  backed 
by  Philadelphia  investors,  one  by  Norristown  and  Philadelphia 
banks,  and  one  by  local  investors  and  local  banks. 

Not  onlv  were  executives  and  managers  most  numerous  as  original 
entrepreneurs  in  Norristown  industrv  since  1900,  but  they  generally 
were  successful  in  business.  Onlv  one  case  of  definite  failure  was 
recorded.  On  the  other  hand,  three  of  the  most  important  enter¬ 
prises  in  the  area  were  started  by  men  with  previous  experience  as 
executives  or  managers  of  other  local  companies.  A  leading  local 
industrialist  today,  who  had  been  vice  president  and  general  man¬ 
ager  of  a  producer  of  synthetic  fibers  for  fourteen  years  before 
starting  his  owm  company  to  manufacture  laminated  plastics  in 
1928,  was  “able  to  design  and  build  new  process  equipment  with 
a  knowledge  of  the  good  and  bad  ideas  tried  out  over  the  forma¬ 
tive  years  of  the  industry.”  ^  On  the  basis  of  previous  experience, 

in  another  intlustry.  Small-Bminess  Programs  (rf  the  SatiorutI  Production  Aw- 
thority.  Hearings  Before  the  Select  Coiiiniittee  on  Small  Business,  United  States 
Senate,  82d  Cong.,  1st  Sess.,  Oct.  4,  19.51  (Washington:  Government  Print¬ 
ing  Office,  1951 ). 

"  Svnthane  Cor|X)ration,  Synthane,  1929-1939  (Oaks,  Pennsylvania:  The 
Company,  1939). 
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this  entrepreneur  decided  to  concentrate  on  the  maimiacture  of 
quality  laminated  plastics  for  industrial  applications,  particularlv 
for  electronics  devices  and  automotive  parts,  rather  than  to  aim 
for  volume  tonnage  of  diverse  kinds  and  grades  of  plastics.'*  In  a 
similar  case,  the  founder  of  a  seamless  steel  tubing  companv,  who 
had  been  president  and  chief  stockholder  of  his  firm  for  thirteen 
years  before  losing  control  of  the  company  to  out-of-town  creditors 
in  1932,  decided  that  his  new  mill,  started  in  1934,  would  be  devot('d 
exclusively  to  small  sizes  of  tubing  used  in  electronics  and  instru¬ 
ments  instead  of  the  varietx'  of  sizes  of  tubing  produced  bv  bis 
previous  plant.**' 

Successful  local  entrepreneurs  from  other  fields  of  l)usiuess  were 
responsible  for  the  founding  of  six  manufacturing  companies.  All 
of  the  entrepreneurs  in  this  categorv  continued  their  int(Tests  in 
other  tv'pes  of  business  in  the  communitv  and  left  the  administra¬ 
tion  of  the  manufacturing  establishments  to  hired  managers. 

John  T.  Dyer,  Norristown's  leading  businessman  in  19(K),  best 
represents  this  tvpe  of  entrepreneur,  although  his  business  interests 
were  more  extensixe  than  those  of  the  others.  .\ft(*r  sexeral  yt*ars 
as  superintendent  of  railroad  construction  crews.  Over  achieved 
his  initial  busint'ss  success  in  the  bSSO’s  when  he  formed  bis  own 
firm  to  construct  railroad  lines  in  Pennsvlvania  and  Ohio.  He  then 
settled  in  Norristown  in  the  late  ISSO’s  ‘to  operate  a  (jtiarrx  and 
stone-crushing  plant.  Between  1890  and  his  death  in  1908,  Dyer 
organized  or  took  over  control  of  an  ice  plant  and  slaughter  boost', 
a  shoe-manufacturing  plant,  a  cotton  mill,  the  town’s  leading  drv- 
goods  store,  and  a  steam-heating  project  which  utilized  the  steam 
produced  at  the  municipallv  owned  electric  plant  (which  was 
managed  bv  Dver)  to  heat  buildings  in  the  center  of  town.  The 

".As  P.  \V.  S.  Andrews,  Mantifacturiufi  Bmiuess  (London,  1949),  points 
out,  where  special  factors  sutii  as  low  labor  costs  “do  not  apply  and  where, 
nevertheless,  the  smaller  businesses  are  surxiving  relatively  jirofitably,  the 
reason  will  usuallv  be  found  to  be  the  fact  of  the  smaller  business  being  able 
to  specialize  more  effectiveh  than  tlie  t)igger  business  is  able  to  do,  in  effect 
concentrating  more  upon  the  sections  of  tlie  market  which  are  relatixely  mor»- 
profitable  for  it.  In  this  connexion,  it  is  necessary  to  recognize  that  what  is 
ordinarily  and  conveniently  thought  of  as  a  single  industry  is  usually  pro¬ 
ducing  a  group  of  products,  which  are  alike  in  that  they  emerge  from  th«- 
same  sort  of  technical  proces.ses,  but  yet  differ  significantly  in  (juality.  .  .  .  4  he 
smaller  business  is  frequently  a  lot  freer  to  ‘go  for’  a  particular  section  of  the 
common  market  than  is  the  big  busine.ss,  w'hose  ver\’  position  will  make  it 
necessarv  for  it  to  sell  to  the  market  as  a  whole,  taking  what  orders  comt-  its 
way.”  ( Chapter  VII. ) 

■'’James  P.  Boore,  The  Seamless  Story  (Los  .Angeles,  1951),  pp.  20.5-2(Xi. 
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local  press  reported  that  “almost  every  important  enterprise  that 
had  its  inception  in  Norristown  in  the  ISOO’s  and  opening  years  of 
the  present  century  had  Dyer  as  an  officer.”  Even  in  companies 
where  his  financial  interests  were  of  little  significance,  as  in  a 
local  hosi('ry  firm.  Dyer  assumed  a  place  on  the  board  of  directors 
hecatise  of  his  prestige  in  the  business  community.” 

As  might  be  expected,  profits  from  previous  business  operations 
supplied  original  capital  in  most  cases.  In  at  least  four  instances, 
though,  entrepreneurs  also  offered  stock  for  sale  to  local  investors. 
Personal  savings  .seem  to  have  been  used  by  one  entrepreneur  who 
was  an  officer  of  a  local  bank. 

Except  for  Dyer,  local  entrepreneurs  from  other  t\’pes  of  business 
were  not  particularly  successful  in  operating  manufacturing  plants. 
Two  of  the  companies  shut  down  operatiorts  within  two  years.  In 
three  others,  ownership  was  transferred  gradually  to  managers. 
Even  in  the  case  of  Dyer’s  cotton  mill  ( the  enterprise  counted 
here),  the  company  went  out  of  existence  shortly  after  Dyer’s  death. 

.All  six  of  the  enterprises  started  by  successful  local  enlrepreneurs 
enlarging  their  business  interests  were  founded  in  the  first  three 
years  of  the  centurx'.  Since  Dyer’s  time,  there  has  been  no  figure 
in  Norristown  business  comparable  in  tenns  of  the  broad  scope  of 
interests.  One  explanation  of  this  may  be  that  in  the  community’s 
growing  industries,  such  as  plastics,  characterized  bv  complex  tech¬ 
nical  processes  and  continual  changes  in  tvp(*s  of  products,  knowl¬ 
edge  of  the  wavs  of  the  industr''  is  more  important  than  a  general 
business  sense.  .As  Professor  Cole  has  pointed  out  in  an  article  on 
the  institutional  setting  of  entrc'preneurship,  the  long-run  increase 
in  .America  in  the  quantity  of  infonuation  available  to  businesses 
may  have  put  a  greater  premium  on  “men  with  analytical  power,” 
than  on  the  “drive”  or  “audacity”  which  seems  to  have  characterized 
men  like  Dver.’-’ 

Seven  of  the  locally  founded  companies  were  formed  by  men  with 
exp(‘rience  as  wage  earners  in  other  local  plants  in  the  same  or  a 
clo.selv  related  type  of  industrx'.  One  entrepreneur,  for  example, 
started  his  own  hosierv’  company  in  1939  after  the  knitting  plant 
in  which  he  had  worked  for  eighteen  years  closed  down.  In  another 
case,  an  employee  of  a  local  knitting  machinerv'  plant  formed  his 

”  Norristown  Dnili/  Re^isicr,  D(‘c.  ."S,  H>()8.  Norristown  Times  Herald,  Nov. 
14,  19.51.  Minute  Book,  Board  of  Directors,  Bainlxi  and  Retjar,  Inc. 

.\rtlnir  H.  Cole,  “Entrepreneurship  and  Entrepreneurial  Ilistorv';  The  In¬ 
stitutional  Setting,”  in  Ilarsard  University  Research  Center  in  Entrepreneurial 
Ilistorv,  Change  and  the  Entrejrreni'ur  (Cambridge,  1949),  p.  101. 
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own  hosiery  company  in  1904  to  use  improved  machinery  which 
he  had  developed.  Of  the  three  entrepreneurs  here  for  whom 
sources  of  original  capital  could  be  determined,  two  received  back¬ 
ing  from  local  investors  and  one  used  personal  savings.  While  the 
companies  founded  by  workers  usually  remained  small,  they  wt're 
generally  successful  in  surviving. . 

Similar  to  the  wage  earners  were  the  three  handworkers  who 
expanded  operations  from  home  industry  to  factory  enteqirise.  In 
one  instance,  a  machinist  began  on  a  small  scale  on  his  father’s  fann 
in  the  early  1920’s  the  manufacture  of  concrete  fence  posts  similar 
to  those  which  he  had  observed  in  use  in  the  Middle  West  and 
which  were  not  then  sold  in  the  Norristown  area;  after  this  start, 
he  undertook  the  manufacture  of  other  kinds  of  concrete  products. 
This  entrepreneur,  the  only  handworker  for  whom  data  on  capital 
w'ere  available,  obtained  a  loan  from  a  local  bank  to  purchase  his 
original  equipment.  The  original  entrepreneurs  are  still  operating 
two  of  the  three  small  companies,  while  one  sold  his  plant  after 
eight  years  in  business. 

Thus  far,  all  of  the  enterprises  considered  were  started  by  Norris¬ 
town  residents.  However,  in  four  cases,  out-of-towm  men  moved 
to  Norristown  to  undertake  the  establishment  of  enterprises.  Two 
came  from  Philadelphia,  one  from  Trenton,  New  Jersey,  and  one 
from  upstate  New  York.  Two  of  the  out-of-towm  entrepreneurs  were 
previously  operators  of  independent  businesses  of  a  similar  kind, 
as  in  the  case  of  the  owner  of  a  small  insulation  concern  in  Phila¬ 
delphia  who  organized  a  company  to  manufacture  magnesia  insula¬ 
tion  in  1903,  the  year  of  expiration  of  basic  patents  in  the  field.  Two 
other  entrepreneurs  were  employees  of  companies  in  a  similar  line 
of  business.  Availability  of  natural  resources  determined  the  loca¬ 
tion  of  the  magnesia  company,  availability  of  buildings  the  location 
of  the  other  three.  For  capital  to  start  operations,  one  out-of-towm 
entrepreneur  used  profits  from  previous  business  ventures,  one  per¬ 
sonal  savings  and  a  loan  from  a  Philadelphia  bank,  and  one  personal 
savings  and  backing  from  friends.  Three  of  the  entrepreneurs  suc- 
cessfvdly  launched  their  new  firms,  but  the  fourth,  who  purchased 
in  1903  a  glass  works  unsuccessfully  operated  by  local  owmers,  failed 
within  six  months. 


Ill 

In  addition  to  the  firms  started  in  Norristowm,  in  most  cases  by 
residents  of  the  communitv,  industry’  in  the  area  has  grown  over 
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the  half  century  by  migration  of  established  companies  and  bv  the 
location  of  branch  plants.  Of  the  seventy-six  companies  studied, 
eighteen  were  migrants  and  twentv-three  were  branch  plants. 

The  community,  however,  has  exerted  little  organized  effort  to 
attract  industry.  While  the  Trades  League,  an  organization  of 
merchants  and  manufacturers  founded  in  the  lS9()’s,  endeavored 
to  promote  Norristown  industry  in  the  first  few  \ears  of  the  centurv, 
its  specific  efforts  noted  in  the  local  press  usually  were  not  success¬ 
ful.’'*  Since  the  demise  of  the  League  before  World  War  I,  neither 
the  Norristown  Chamber  of  Commerce,  organized  in  1910,  nor  the 
Manufacturers  Association  of  .Montgomerv  Countv,  founded  in  190S, 
has  been  concerned  with  attracting  new  industries  to  the  com- 
munit\'. 

In  the  carlv  years  of  the  century,  the.  Bridgeport  borough  council 
attempted  to  attract  industry  by  a  law  exempting  new  manufac¬ 
turers  from  local  taxes  for  ten  years  if  they  did  not  compete  with 
existing  plants  in  the  borough.  None  of  the  other  governmental 
units  within  the  Norristown  area  appears  to  have  extended  any 
tax  inducements  at  any  time. 

Of  the  eighteen  independent  migrating  companies  for  which 
infonnation  was  available,  fourteen  were  located  previously  in  in¬ 
dustrial  sections  of  Philadelphia,  three  in  other  communities  within 
the  Philadelphia  metropolitan  area,  and  one  in  central  New  Jersey. 

Usually,  more  than  one  reason  accounted  for  the  decision  to  re¬ 
locate  in  Norristown.  For  the  companies  previouslv  located  in  Phila¬ 
delphia,  need  for  a  larger  plant  to  expand  and  difficulty  or  im- 
possibilitv  of  obtaining  a  plant  in  the  city  was  the  reason  most 
frequently  indicated  for  moving  from  the  city.  Thus,  it  is  not  sur¬ 
prising  that  among  the  factors  accounting  for  movement  to  Norris¬ 
town,  rather  than  to  some  other  community,  availability  of  suitable 
buildings  and  plant  sites  was  the  most  important.  This  was  indicated 
in  fourteen  of  the  cases.  More  specifically,  low  cost  of  the  Norris¬ 
town  buildings,  either  on  a  rental  or  purchase  basis,  seems  to  have 
been  the  impelling  reason  for  at  least  seven  of  these  enterprises,  as 
in  the  case  of  a  Philadelphia  pretzel-maker  who  purchased  and 
remodeled  an  old  car  barn  in  Norristown  in  1937.  Opportunity  to 
obtain  plants  with  railroad  sidings  was  indicated  for  three  com- 

“  For  example,  in  1907  local  investors  contrilnitecl  $20,000  toward  a  pro¬ 
posed  fund  of  $50,0(K)  to  erect  a  factors'  building  for  an  out-of-town  automobile 
manufacturer  who  proposed  moving  to  Norristown,  but  the  company  idti- 
mately  decided  to  remain  at  its  Biyn  Mawr  location.  Norristown  Register, 
March  20,  March  21,  April  5,  1907. 
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panics.  In  another  case,  a  local  factory  was  the  onlv  suitable  build¬ 
ing  immediately  available  in  the  Philadelphia  metrojwlitan  area  to 
replace  a  plant  destroyed  bv  fire. 

Personal  factors,  such  as  preference  for  Norristown  as  a  place  of 
residence,  played  a  part  in  the  decisions  of  at  least  five  Philadelphia 
companies  to  relocate  in  Norristown.  Executives  of  four  of  tliese 
finns  had  lived  previously  in  Norristown,  and  they  and  their  families 
desired  to  return  to  the  community.'^ 

The  community’s  railroad  facilities  attracted  four  companies,  a 
favorable  local  labor  supply  two  others.  However,  one  (“xecutive, 
who  moved  his  metal  fabricating  firm  to  Norristown  from  Phila¬ 
delphia  in  1941,  maintained  that  transportation  problems  and  the 
lack  of  an  adequate  supply  of  skilled  labor  in  the  Norristown  area 
in  comparison  with  Philadelphia  were  offset  onlv  bv  the  availability 
of  a  cheap  plant  site. 

IV 

Branch  plants  operated  bv  out-of-town  companies  have  grown 
in  importance  in  Norristown  industry.  In  19(K),  almost  all  of  the 
manufacturing  plants  in  the  area  were  operated  bv  local  owner- 
managers.  Bv  1950,  branch  plants  accounted  for  almost  a  fifth  of 
the  industrial  establishments  in  the  Norristown  area  and  over  a 
quarter  of  the  total  number  of  employees  engaged  in  manufacturing. 

Of  the  twentv-three  branch  plants  for  which  data  were  available, 
seven  were  established  bv  Philadelphia  companies  and  six  bv  New 
York  City  firms.  Main  plants  or  offices  of  the  others  included  three 
in  other  parts  of  Pennsylvania,  one  in  Delaware,  two  in  upstate 
New  York,  one  in  Connecticut,  two  in  Ohio,  and  one  in  Illinois. 

Accpiisition  of  an  existing  local  enterprise  was  the  method  used 
bv  fourteen  of  the  twentv-three  out-of-town  companies  to  establish 
branch  plants.  Usually  operations  in  the  local  plants  were  expanded. 
Specific  reasons  for  accpiisition  varied.  For  example,  purchase  of 
local  bakeries  provided  a  foothold  in  the  area  for  three  baking 
companies  which  expanded  operations  with  branch  plants  in  the 
I920’s.  Three  out-of-town  companies  with  investments  in  local 

'*  M.  L.  Grcenliut,  Plant  Location  in  Thcorif  and  in  Practice  (C;!iap»‘l  Hill, 
North  Carolina,  1956),  p.  277,  points  out  the  ini|X)rtance  of  personal  considera¬ 
tions  in  location  decisions  of  a  group  of  Alabama  manufacturers.  In  some 
cases,  “tlie  personal  considerations  were  unrelated  to  cost  or  salc-s  advantages; 
they  expressed  themselves  mainly  in  the  sense  of  offering  psychic  income.” 
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enterprises  gained  control  when  the  local  firms  experienced  finan¬ 
cial  difficulties.  In  another  case,  opportunity  to  acquire  a  going 
concern  with  a  good  name  in  the  trade  was  indicated  by  a  Phila¬ 
delphia  apparel  manufacturer  who  in  1943  purchased  a  local  shirt 
company. 

Companies  establishing  branch  plants  in  five  ca.scs  purchased  or 
leased  older  factory  structures  previously  used  for  other  industrial 
purposes.  For  example,  a  large  paper  company  purchased  in  1947 
a  building  which  previously  housed  a  manufacturer  of  lighting 
fixtures. 

Proximity  of  Norristown  to  the  Philadelphia  metropolitan  area 
market  was  indicated  as  the  reason  for  location  of  nine  plants.  For 
five  of  the  companies  locating  in  Norristown  to  serv’e  the  Phila¬ 
delphia  area,  three  bakers  and  two  producers  of  commercial  gases, 
the  nature  r)f  the  product  limited  the  size  of  the  market  area  which 
could  be  .serv’ed  from  one  plant. Four  other  companies  established 
Norristown  plants  to  serve  a  somewhat  wider  eastern  market,  al¬ 
though  the  large  Philadelphia  market  nearby  was  a  factor  of  con¬ 
sideration,  as  in  the  case  of  a  national  rubber  manufacturer  that 
established  a  tire  plant  in  the  Norristown  area  in  1936. 

In  four  instances,  out-of-town  companies  acquired  Norristown 
art*a  plants  to  obtain  a  source  of  supply  of  goods  which  they  whole¬ 
saled.  This  was  true  of  the  11.  H.  Claflin  Company,  New’  York 
w’holesaler,  which  acquired  a  local  woolen  goods  producer  in  1910 
as  part  of  a  wholesaling-manufacturing-retailing  organization.*®  \ 
need  for  enlarged  supplies  of  semifinished  materials  used  in  later 
stages  of  production  accounted  for  the  decisions  of  tw’o  Philadelphia 
companies  to  establish  branch  plants  in  Norristow’n,  as  in  the  case 
of  a  container  producer  w’ho  purchased  a  Bridgeport  paper  mill  in 
1950  to  obtain  a  source  of  paper  board  for  its  Philadelphia  plants. 

A  trained  labor  supply  attracted  four  companies.  Availability  of 
natural  resources  accounted  for  establishment  of  plants  by  three 
manufacturers  of  insulation  and  refractory  materials.  Bridgeport’s 
offer  of  local  tax  exemption  for  ten  years  for  new  manufacturers 
may  have  constituted  an  inducement  for  one  company  in  1901. 

'*  Hreacl  and  liakory  prcxlucts  are  distributed  daily  or  more  frequently  to 
retailers.  Commercial  gases  are  shipped  in  heavy  cylinders  by  tnick  to  in¬ 
dustrial  users. 

For  a  brief  history  of  the  Claflin  Company,  see  N.  S.  B.  Cras.  Bmincss 
and  Capitalism:  .Am  Introduction  to  Business  Histon/  (New  A’ork,  1939),  pp. 
201-206. 
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V 

Thus  far  .attention  has  been  centered  on  how  and  why  new  in¬ 
dustry  was  created  in  the  community.  Over  the  half  centurv',  almost 
as  many  firms  discontinued  as  entered  business  in  the  Norristown 
area.  Under  what  circumstances  and  for  what  reasons  did  the  sixtv- 
five  enterprises  for  which  data  were  available  go  out  of  business  in 
Norristown?  ” 

As  might  be  expected,  change  of  ownership  accounted  for  a  sub¬ 
stantial  niunber  of  the  discontinuances.  In  twentv-sevcn  cases,  the 
enterprises  were  sold  as  going  concerns  to  new  owners.*'*  Lack  of 
a  successor  to  manage  the  company  figured  in  nine  of  the  transfers 
of  ow’nership,  in  five  of  which  the  sale  was  made  bv  heirs  after  the 
death  of  key  entrepreneurs  and  in  four  bv  owners  desiring  to  retire 
from  business.  Disagreement  between  two  owners  then  running 
an  enterprise  led  to  the  decision  to  sell  in  another  case.  Seven 
firms  were  consolidated  with  other  local  companies,  while  three 
were  purchased  by  out-of-town  companies  which  established  branch 
plants. 

In  most  of  these  cases,  the  enterprises  appear  to  have  been  oper-  • 
ated  with  at  least  a  fair  degree  of  success  prior  to  sale.  The  transfers 
were  made  usually  on  terms  favorable  to  previous  owners.  For 
example,  a  local  baker,  after  selling  his  plant  in  1924,  assumed  an 
executive  position  with  the  national  baking  concern  and  became 
chairman  of  the  board  of  directors.  Likewise,  when  an  area  steel 
company  accpiired  the  iron  furnaces  of  a  local  concern  in  1911, 
owner-managers  of  the  latter  firm  obtained  stock  and  top  manage¬ 
ment  posts  in  the  former. 

However,  in  three  cases  transfer  of  ownership  averted  bankruptcy 
and  receivership  at  a  time  of  financial  difficulty  for  the  company. 
Ownership  of  a  seamless  steel  tubing  concern,  for  example,  was 
transferred  to  its  leading  creditor  w'hen  depression  difficulties  in 
1932  threatened  financial  solvency.  Four  other  companies  took  ad¬ 
vantage  of  opportunities  to  sell  what  appear  to  have  been  nm-down 
plants,  as  in  the  case  of  a  radiator  plant  which  was  characterized 
by  present  owners  as  “non-competitive”  under  the  old  management. 

Of  the  thirtv-eight  establishments  which  ceased  operations,  eleven 

’■  Twenty  of  the  sixty-five  companies  are  enterprises  whose  origins  or 
location  were  considered  in  the  previous  sections. 

More  than  a  third  of  the  business  disc-ontimiances  in  the  United  States 
in  the  period  before  World  War  II  were  attributed  to  change  of  ownership, 
according  to  Kaplan,  op.  cit.,  p.  .56. 
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went  through  bankruptcy  proceedings.  In  three  cases,  companies 
failed  during  periods  of  general  business  depression,  in  1908,  1930, 
and  1933.  However,  in  one  case,  that  of  a  hosiery  producer,  de¬ 
pression  difficulties  following  the  Panic  of  1907  seem  to  have  brought 
to  light  previous  mismanagement  by  executives,  as  the  receivers 
charged  in  1908  that  the  company  had  been  insolvent  for  over  two 
years.  In  the  other  two  cases  of  bankruptcy  during  depression, 
involving  a  woolen  goods  firm  and  a  meat  packer,  operations  seem  to 
have  been  characterized  by  unprogressive  management  which  was 
not  able  to  withstand  the  shock  of  adverse  economic  conditions. 
Lack  of  sufficient  working  capital  was  reported  to  be  the  cause  of 
bankruptcy  of  three  other  finns,  lack  of  experience  of  the  original 
entrepreneur  in  one,  while  no  specific  reason  could  be  found  for 
failure  in  the  other  four  companies. 

Eight  other  companies  voluntarilv  liejuidated  and  closed  their 
plants.  Liquidation  occurred  after  the  death  of  key  entrepreneurs 
in  two  cases.  Desire  of  entrepreneurs  to  retire  resulted  in  discon- 
tiniiance  of  two  others.  In  another  case,  a  small  local  miller  dis¬ 
continued  milling  in  1920  and  concentrated  on  operation  of  a  com¬ 
mission  merchant  warehouse.  In  three  instances,  Norristown  enter¬ 
prises  were  absorbed  by  out-of-town  companies  and  the  local  plants 
were  closed,  like  the  tin-plate  producer  who  entered  a  national 
tin-plate  trust  in  1901,  after  which  machinery  in  the  local  plant  was 
removed. 

.\dverse  economic  conditions  in  the  1930’s  provided  the  occasion 
for  three  old  companies  to  discontinue  operations,  probably  on  the 
verge  of  bankruptev.  However,  depression-created  difficulties  merely 
climaxed  long-tenn  decline  in  the  three  firms.  Change  in  fashion 
affected  both  a  producer  of  cheap  ingrain  weaves  of  earpets  and 
a  manufacturer  of  a  tvpe  of  tack  used  in  fastening  floor  covering.*’* 
Apparentlv  neither  companv  made  a  serious  attempt  to  shift  to  other 
tv'pes  of  products.  A  woolen  cloth  manufacturer,  who  went  out 
of  business  in  1937,  reportedlv  was  using  in  the  193()’s  machinery 
that  had  been  installed  in  the  1880’s. 

Five  companies  relocated  in  plants  outside  of  the  Norristown 
area.  Four  of  the  firms,  operating  relatively  small  enterprises,  moved 
to  nearbv  communities,  probably  for  personal  reasons.  The  fifth 

”*  .•\ccordinj»  to  V'ictor  S.  Clark,  the  “displacement  of  cheaper  weaves  like 
inprains  bv  more  expensive  fabrics  and  the  substitution  of  nigs  for  continuous 
floor  coverings”  was  a  development  which  began  early  in  the  century  .  History 
of  Manufactures  in  the  United  States  (New  York.  1929;  3  volumes),  Vol.  Ill, 
pp.  207-208. 
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case  was  that  of  a  local  hosiery  company,  which  closed  its  mill  in 
1929  to 'move  operations  to  a  new  plant  in  Alabama. 

The  closing  of  branch  plants  operated  by  out-of-town  companies 
accounted  for  eleven  discontinuances.  In  six  cases,  business  con¬ 
ducted  in  the  Norristown  area  was  transferred  to  existing  plants 
operated  by  the  companies  elsewhere.  For  two  cigar  companies, 
for  example,  mechanization  of  the  industr)'  in  the  1920’s  resulted  in 
consolidation  of  operations  in  a  few  plants,  .\mong  the  other  rea¬ 
sons  for  closing  branch  plants  were:  failure  of  a  local  bakerv  plant 
to  show  a  profit  in  the  face  of  cut-throat  competition  in  the  Phila¬ 
delphia  market,  losses  incurred  under  absentee  management  of  a 
woolen  goods  plant,  bankruptcy  of  the  parent  concern  of  another 
woolen  goods  plant,  and  lack  of  need  for  products  of  the  branch 
plants  because  of  depression  conditions  in  the  cases  of  a  rubber 
reclaiming  plant  and  an  iron  foundrv. 

VI 

By  way  of  summary,  it  may  be  useful  to  restate  what  seem  to  be 
the  most  significant  points  suggested  by  this  studv  of  origins  and 
discontinuances  among  industrialists  of  Norristown: 

( 1 )  Men  with  previous  executive  or  managerial  experience  in 
the  same  or  a  closely  related  type  of  industry'  were  the  most  numer¬ 
ous  and  most  important  original  entrepreneurs  in  Norristown  manu¬ 
facturing,  although  in  the  early  years  of  the  twentieth  centurv 
successful  local  entrepreneurs  from  other  fields  of  business  were 
active  in  forming  industrial  enterprises.  Personal  savings,  profits 
from  previous  business  operations,  and  backing  by  local  investors 
were  the  most  prevalent  sources  of  original  capital.  However,  the 
latter  two  tvpes  of  sources  were  used  largely  by  entrepreneurs  from 
other  fields  of  business  and  thus  were  most  important  in  the  early 
vears  of  the  century. 

(2)  For  established  companies  which  migrated  to  the  Norris¬ 
town  area,  the  reason  for  relocation  most  frerjuentlv  indicated  was 
availabilitv  of  a  suitable  plant  needed  because  of  expansion  by  the 
company.  Access  to  area  or  regional  markets  played  a  more  im¬ 
portant  role  in  the  decisions  of  out-of-town  companies  to  locate 
branch  plants  in  Norristown;  however,  opportunitv  to  obtain  a 
suitable  plant  was  also  a  significant  factor,  as  evidenced  by  the 
number  of  times  existing  local  companies  were  accjuired. 

(3)  Sale  of  the  enterprise  as  a  going  concern  to  new  owners 
accounted  for  between  one-third  and  one-half  of  the  discontinu- 
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ances.  Decisions  to  sell  or  shut  clown  operations  resulted,  in  about 
one-third  of  the  eases,  from  the  death  or  rc'tirernc'ut  of  kcv  entre¬ 
preneurs. 

Although  the  ultimate  objective  of  “research  on  the  business 
enterprise  is  to  make  possible  the  construction  of  an  improved,  i.e., 
more  useful,  theorv'  of  business  behavior,”  many  empirical  studies 
of  entrc'prcmeurs  and  enterprises  in  concrete  communitv  and  indus¬ 
trial  sitiiations  are  necessarv  before  adc'cjuate  over-all  generaliza¬ 
tions  can  be  drawn. 

*’  Bowen,  op.  rit.,  p.  7  L 
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The  American  Business  System:  A  Historical  Perspective,  1900-1955. 

By  Thomas  C.  Cochran.  Cambridge,  Harvard  University  Press, 
1957.  Pp.  viii  +  227.  $4.75. 

t  Historians  have  awaited  with  great  interest  a  new  endeavor  to  tell  the 
story  of  business  in  AnuTica  —  not  in  a  narrow  or  technical  way,  but 
broadly  related  to  the  social  environment  of  which  himness  us  one  part. 
Economic  historians,  business  historians,  sociohgists,  and  many  other 
specialists  have  gathered  extensive  data  on  phases  of  business  behavior, 
and  are  continuing  to  do  so  at  a  commendahhj  prolific  rate.  The  fob  of 
synthesis,  however,  has  been  neglected,  perhaps  because  of  its  formidable 
demands.  .Vo  two  scholars  would  be  likely  to  agree  on  the  content  and 
emphasis  of  any  volume,  such  as  the  one  reviewed  here,  that  describes 
the  development  of  American  business.  This  circtmistance  does  not  de¬ 
tract  from  either  the  usefulness  of  the  effort  m  the  value  of  the  criticism. 
The  increasingly  .sjyecialized  nature  of  scholarship  dimiands  both  the 
stimulus  of  a  general  thesis  and  wide  reactions  to  that  thesis  if  historical 
perception  is  to  he  kept  abreast  of  accumulating  evidence. 

There  is  an  ancient,  intermittent,  and  inconclusive  war  between 
the  economic  theorists  and  the  economic  historians  in  which,  I  fear, 
this  review  will  be  a  minor  skirmish.  Professor  Cochran  is  an  eco¬ 
nomic  historian.  He  has  written  what  is  essentially  an  elemental^' 
economic  history  of  the  United  States  from  UKK)  to  the  present,  with 
especial  reference  to  business  as  the  cardinal  institution  of  the  sys¬ 
tem.  It  is  written  in  a  clear,  straightforward,  if  somewhat  dehydrated 
style,  and  it  is  aimed,  I  would  judge,  at  the  high  school  senior  or  the 
college  freshman  whose  teachers  want  to  give  him  a  broad  view  of 
the  role  and  the  environment  of  business  —  especially  industrial  busi¬ 
ness  —  in  the  past  five  and  a  half  decades.  It  would  have  been  still 
more  useful  for  this  purpose  if  it  had  quite  frankly  been  an  economic 
history,  and  had  added  a  chapter  or  two  on  the  rise  of  the  labor 
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movement,  or  agricultural  policy,  and  of  government  economic  pol¬ 
icy  generally,  instead  of  treating  these  topics  (quite  legitimately,  of 
course,  within  the  limited  framework)  as  merely  part  of  the  setting 
of  business  enterprise.  There  are  minor  faults;  in  spite  of  a  proper 
prejudice  against  fussv  documentation,  one  would  have  liked  to  see 
a  little  more  attention  paid  to  the  identification  of  sources.  (Whose 
“rough  estimates,”  for  instance,  sav  that  the  share  of  national  income 
received  by  the  top  10  per  cent  had  been  increasing  since  1910  and 
had  reached  nearly  40  per  cent  of  the  total  by  1929?  P.  99.)  There 
are  too  many  large  and  rather  dubious  generalizations,  e.g.,  “after 
the  Roosevelt  inauguration  (of  1933)  new  reforms,  regulations  and 
ta.xes  continued  to  inhibit  the  risk  taking  activity  of  entrepreneurs 
and  investors”  (p.  113).  (In  fact  investment  rose  sharply  from  1933 
to  1936.)  There  are  too  manv  simple  errors,  whether  mere  slips  which 
would  still  be  confusing  to  the  student  (such  as  crediting  the  U.S. 
Chamber  of  Commerce  with  the  Survey  of  Current  Business  [p.  215] ), 
or  of  a  more  serious  kind.  For  instance,  ta.xes  are  said  to  consume  a 
third  of  national  income  in  1933:  total  expenditure  of  all  governments 
(federal,  state,  and  local)  was  $8  billion  out  of  a  national  income  of 
$40.2  billion;  from  1933  to  19.34  federal,  state,  and  local  debt  in¬ 
creased  by  $5.3  billion,  which  would  suggest  that  tax  collections 
cannot  have  been  more  than  $3  or  .$4  billion  —  say  10  per  cent  of 
national  income,  and  of  course  a  still  smaller  percentage  of  national 
product  (above  figures  from  the  Economic  Report  of  the  President, 
January,  1957).  Cross  errors  like  the  above  are  not  numerous;  there 
are,  however,  innumerable  statements  and  generalizations  which  are 
debatable,  but  which  are  presented  as  straightforward  fact.  Per¬ 
haps  this  is  inevitable  in  a  more  or  less  popular,  expository  work.  It 
is  not  unreasonable  to  ask  of  historians,  however,  that  they  be  a  little 
finicky! 

In  spite  of  these  defects,  this  is  a  good  book  of  its  kind.  The  ques¬ 
tion  is  whether  this  is  a  good  kind,  and  especially  whether  economic 
history  of  this  discursive,  literary,  generalized  type  really  gives  either 
the  student  or  the  general  reader  the  best  image  of  the  period.  The 
most  fundamental  complaint  is  the  absence  not  merely  of  quantita¬ 
tive  data  but  of  what  one  might  call  the  quantitative  “sense.”  There 
are  no  charts,  and  only  one  table  (on  p.  109),  and  that  is  seriously 
misleading  as  it  gives  absolute  figures  for  the  number  employed  in 
five  sectors  of  the  economy  without  giving  the  total,  so  that  the  read¬ 
er  has  no  wav  of  calculating,  even  if  he  wishes,  the  proportionate 
changes,  which  are  reallv  significant  in  the  context.  What  might  be 
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called  the  “great  series”  —  Gross  National  Product,  its  components 
and  distribution,  together  with  the  price  levels  —  surely  fomi  th(* 
clothesline  on  which  virtually  all  the  economic  historv  of  this  period 
must  he  hung.  Granted  that  a  knowledge  of  the  cjuantitative  data  is 
not  enough,  and  that  the  skeleton  of  history  must  be  hung  decently 
with  the  flesh  of  names  and  dates,  laws  and  events,  motivations  and 
personal  achievements,  still  without  the  skeleton  the  flesh  is  as  slip¬ 
pery  and  amorphous  as  an  ovster. 

Another  fundamental  complaint  of  the  theorist  against  the  his¬ 
torian  is  the  use  of  what  might  be  called  “implicit  theorv.”  This  usu¬ 
ally  goes  hand  in  hand  with  a  somewhat  negative  attitude  towards 
existing,  explicit  theory.  Thus,  the  work  under  review  opens  some¬ 
what  ominously  with  the  remark  (p.  v):  “Well  accepted  general  the¬ 
ories  regarding  the  operation  and  control  of  the  .American  economic 
system  at  mid-century  are  lacking.”  This  in  a  centurv  that  has  been 
remarkably  fruitful  not  only  in  the  formulation  but  in  the  wide  ac¬ 
ceptance  and  use  of  general  theories!  One  need  mention  onlv  the 
Keynesian  revolution,  operations  research,  game  theorv,  imperfect 
competition  theories,  and  so  on.  Some  of  these  are  undoubtedly  less 
widely  accepted  and  used  than  others,  but  who  can  doubt  that  the 
extraordinary  change  in  atmosphere  in  economics  in  the  past  thirty 
years  is  due  to  the  fohnulation  and  wide  acceptance  of  general  theo¬ 
ries  which  happened  to  give  some  sort  of  insights  into  the  major 
problems  of  the  day.  This  change  in  the  wtellectual  climate  is  one 
of  the  most  important  “facts”  in  the  economic  history,  and  indeed  in 
the  business  history  of  the  period:  yet  it  is  nowhere  explicitly  dis¬ 
cussed  in  the  book. 

As  we  cannot  have  any  history  without  theory,  however,  the  his¬ 
torian  who  rejects  or  neglects  the  explicit  theorv  will  often  have  some 
home-brewed  theory  implicit  in  his  generalizations.  Because  the 
theory  is  implicit  it  is  hard  to  criticize,  especiallv  in  a  short  review. 
To  take  but  a  single  example:  a  sentence  on  p.  138  (the  period  re¬ 
ferred  to  is  the  1940’s):  “Shortage  of  labor  and  a  government  friendly 
to  collective  bargaining  produced  a  sharp  wartime  rise  in  real  wages 
that  led  to  both  higher  consumption  and  higher  production  in  the 
postwar  years.”  The  amount  of  implicit  theory  involved  in  an  ap¬ 
parently  simple  sentence  like  this  would  take  almost  a  book  to  un¬ 
ravel.  Why  was  there  a  shortage  of  labor?  Gan  collective  bargaining 
really  increase  real  wages?  (Wages  of  unorganized  labor  rose  much 
faster  than  wages  of  organized  labor  in  this  period,  a  fact  which  is 
nowhere  mentioned.)  How  can  an  increase  in  real  wages  in  itself 
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lead  to  higher  production  and  consumption:  or  isn’t  it  the  higher 
production  that  leads  to  increased  real  wages?  How  much  of  the 
increase  in  real  wages  is  due  simply  to  rising  national  income  (the 
proportion  of  national  income  going  to  labor  fell  sharply  from  1933 
to  1943,  another  fact  which  is  not  mentioned).  Granted  that  explicit 
wage  theory  is  in  a  deplorable  state,  is  Dr.  Cochran’s  implicit  wage 
theorv'  any  better!  The  whole  work,  1  fear,  leaves  the  impression 
that  whatever  may  be  the  condition  in  other  minds,  a  general  theorv 
is  certainly  absent  from  the  mind  of  the  present  author,  and  the  work 
suffers  in  conseijuence.  We  still  await,  alas,  an  economic  histor)' 
which  shall  be  constructed  around  a  good  quantitati'.e  and  llicorcti- 
cal  skeleton. 


Universittf  of  Michigan 


Kenneth  E.  Boulding 


O  O 


o 


This  book  is  rather  a  puzzle  for  a  reviewer.  The  author  has  done 
a  great  deal  very  well.  His  purpose,  broadly,  was  to  provide  an 
interpretative  historv  of  businessmen  and  business  in  this  centurv. 
He  brings  to  the  task  insights  that  are  alwavs  shrewd  and  on  occa¬ 
sion  brilliant.  He  is  a  lucid  and  economical  writer  with  a  gift  for 
illustration.  His  task  requires  a  good  deal  of  economic  analysis,  and 
this  he  handles  skilfullv  and  with  a  skeptical  view  of  the  stereotvpes. 
He  takes  a  friendly  and  sympathetic  view  of  businessmen  without 
making  any  concessions  to  the  archaic  and  pompous  liturgy  of  the 
luncheon  speeches.  He  shows,  incidentally,  what  a  hideous  mistake 
business  orators  and  other  spokesmen  make  in  leaving  these  social 
documents  behind  them.  Thus  from  Henry  Clews:  “In  the  course  of 
evolution  and  a  higher  civilization,  we  might  be  able  to  get  along 
comfortably  without  Congress,  but  without  Wall  Street  never”;  and 
from  Paul  Litchfield  (in  a  statement  which,  if  possibly  true,  begs 
some  remarkable  questions  of  proof  and  timing):  “I  do  not  think 
there  is  any  rjuestion  that  America  would  haye  vyorked  its  vyay  out 
of  that  depression  if  the  Hoover  Administration  had  remained  in 
office  .  .  or  there  was  Bruce  Barton  with  his  immortal  picture  of 
Christ  in  the  image  of  the  business  executive. 

On  the  other  hand,  one  can  fairly  say  that  Professor  Cochran 
should  have  done  either  a  great  deal  more  or  quite  a  bit  less.  He 
divides  his  book  into  two  periods  —  1900-1930  and  1930-1955  —  and 
in  each  of  these  he  attempts  to  evoke  the  main  currents  of  business 
and  economic  change.  Some  of  this,  depending  on  the  topic,  he  does 
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exceedingly  well.  The  transition  from  the  attitudes  of  the  nineteenth- 
century  entrepreneur  to  the  mid-centurv  executive  is  verv  good.  It  is 
epitomized  by  Carnegie’s  advice  to  a  group  of  aspiring  young  ty¬ 
coons  at  Cornell  —  the  businessman  “is  a  master.  .  .  .  Boss  your  boss 
just  as  soon  as  you  can”  —  and  that  of  a  modern  railroad  executive, 
“Industry  and  cooperation  are  very  important.  .  .  .  Cultivate  and 
develop  a  pleasing  and  friendly  personality.”  On  the  development 
of  the  public  and  political  attitudes  of  business  and  (though  more 
sketchily)  on  the  changing  cultural  impact  of  the  business  .system,  he 
is  also  interesting. 

But  elsewhere  one  is  less  satisfied.  His  treatment  of  technological 
change,  at  least  so  it  seems  to  me,  lacks  a  framework.  As  the  result, 
these  sections  seem  very  often  to  be  a  list  of  inventions,  innovations, 
and  changes,  and  one  has  the  uneasy  feeling  that  another  scholar 
would  come  up  with  an  equally  persuasive  but  quite  different  list 
to  show  what  had  changed.  The  author’s  treatment  of  changing 
business  structure  and  economic  climate  —  the  growth  of  the  trusts 
and  the  trade  associations;  the  merger  and  holding  company  move¬ 
ments;  the  role  of  the  antitrust  laws;  the  appearance  of  the  regulatory 
agencies;  and  the  emergent  concepts  of  fiscal  and  monetary  manage¬ 
ment  —  has  yet  another  fault.  The  author  simply  allows  himself  too 
little  room  for  what  must  be  said  if  anything  at  all  is  to  be  said.  One 
cannot  say  anything  about  the  antitrust  laws  or  Keynes  in  a  para¬ 
graph  or  two.  Condensation  and  impressionism  unquestionably  have 
their  role  in  history.  And  on  occasion,  as  in  his  chapter  on  “The  Era 
of  the  Bankers,”  it  seems  to  me  that  the  author  brings  it  off.  Else¬ 
where  I  don’t  quite  think  he  succeeded.^ 

Professor  Cochran’s  central  thesis,  if  one  may  separate  it  from  the 

‘He  also  makes  occasional  errors.  Few  would  agree  with  him  (page  8) 
that  farmers  were  “well  organized”  at  the  end  of  the  last  centur\-.  There  were 
organizations,  but  with  the  e.xception  of  the  Grange  these  were  tenuous  af¬ 
fairs  not  destined  to  last  verv  long,  and  hy  then  the  Grange  itself  w-as  in  po¬ 
litical  decline.  He  is  also  in  error  (page  1.50)  in  saving  that  the  American 
Fann  Bureau  Federation  was  a  central  W'ashington  lohhv  for  business  organi¬ 
zations  in  the  thirties.  Though  it  was  suspc*cted,  not  without  reason,  of  doing 
some  dubious  business  lobbying  in  the  twenties,  there  must  be  some  mistake  here. 
And  if  economists  are  right  in  insisting  that  their  few  moments  of  great  drama 
shoidd,  like  Pickett’s  Charge,  be  treated  meticulously,  we  may  complain 
about  his  treatment  of  the  stock  market  crash.  The  decline  of  Tuesday,  October 
29,  was  much  worse  than  on  Thursday,  October  24,  the  first  day  of  the  debacle. 
On  October  24  the  bankers  met,  not  c-arly  in  the  morning,  but  at  noon.  And 
so  far  as  that  dav  was  concerned  —  Professor  Cochran  does  not  say  anything 
that  is  specifically  to  the  contrary  —  their  efforts  to  support  the  market  were 
quite  a  success. 
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overlay  of  historical  narrative,  is  that  in  the  American  business  system 
entrepreneurship  has  given  way  to  organization  and  that,  within 
broad  limits,  the  pursuit  of  profits  has  become  secondary  to  the  pre¬ 
occupation  with  security.  At  the  same  time  businessmen,  subject  to 
the  liturgical  lag,  have  made  their  adjustment  to  the  public  and 
political  environment  appropriate  to  this  change.  (He  perhaps 
might  have  argued  that  the  Eisenhower  Administration  represents 
not  only  a  coming  to  terms  with  the  political  environment  but  its 
appropriation.)  To  have  remained  more  closely  with  this  theme 
would  have  produced  a  more  compact  and,  I  think,  rather  more 
effective  book. 


Harvard  University 


John  Kenneth  Galbraith 
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The  Crisis  of  the  Old  Order,  If)19-1933  (Volume  1  of  The  A^e  of  Roosevelt). 

By  Arthur  M.  Schlesinger,  Jr.  Boston,  Houghton  MiHlin  Co.,  1957.  I’p. 
.\iv  +  557.  $6.00. 

It  is  not  iny  purpose  to  attempt  a  complete  and  comprehensive  review  of 
Professor  Schlesinger’s  book,  since  this  is  neither  the  place  nor  the  time  to 
do  so.  The  book  is  not  business  historv',  nor  is  the  author  a  business  historian 
—  a  cursory’  investigation  of  the  te.xt  will  demonstrate  these  points  amply. 
Much  of  it  is  devoted  to  strictly  political  maneuverings,  and  some  to  political 
pamphleteering.  There  Ls  a  good  deal  of  social  and  cultural  historv',  and  the 
last  third  is  taken  up  predominantlv  with  a  biographical  sketch  of  Franklin  D. 
Roosevelt  up  to  the  time  of  his  first  inauguration.  These  features  have  been 
reviewed  e.xtensively  and  competently  elsewhere. 

W  hat  does  concern  us  here  is  that  Schlesinger  is  dealing  with  a  period  of 
peerdiar  importance  in  the  history  of  business  and  the  businessman.  In  the  1920's 
businessmen  stood  at  an  astonishing  peak  of  prestige  in  American  life,  only 
to  have  the  depression  produce  a  violent  reaction  which  made  them  the  scape¬ 
goats  for  all  the  nation’s  ills.  W’ithout  a  doubt  the  idolization  of  the  business¬ 
man  in  the  I920’s  was  overdone;  on  the  other  hand,  it  is  entirely  possible  that 
the  subsequent  condemnation  was  overdone  too.  In  any  event,  it  is  clearly 
incumbent  on  a  historian  of  Professor  Schlesinger’s  stature  to  base  his  inter¬ 
pretation  on  a  thorough  e.xamination  and  careful  evaluation  of  the  evidence. 

This,  regretfully,  he  has  not  done.  Over  the  last  several  years,  there  has 
been  a  substantial  amount  of  research  and  writing  both  on  -the  history  of 
business  and  the  nature  of  the  American  businessman.  If  Schlesinger  is  aware 
of  this  work,  he  gives  no  indication  of  it  in  his  book.  W'hen  he  discusses 
such  an  obvious  figure  as  Heniy  Ford,  for  example,  his  only  references  are 
to  Harry  Bennett,  We  Never  Called  Him  Ilenrtf  and  Samuel  Crowther,  A 
Basis  for  Stability  —  neither  of  which  a  business  historian  would  regard  as 
the  most  satisfactoiy  works  he  could  have  found  on  the  subject.  The  result 
appears  in  sweeping  assertions  like  “But,  in  a  sense  the  most  influential  of  all 
business  leaders  was  Henry  Ford;  and  Ford  was  the  more  revealing,  b<‘cause, 
while  a  great  producer  in  the  old  tradition,  he  nonetheless  led  the  whole 
business  community  to  tliink  in  the  new  tenns  of  promotion,  of  distribution, 
and  of  statesmanship’’  (p.  73).  This  statement  may  have  some  applicability 
to  the  Ford  of  an  earlier  day.  In  the  twenties,  however,  Henry  Ford  was 
rapidly  becoming  a  figure  of  legend  rather  than  an  active  leader  of  the  business 
community. 

In  his  general  appraisal  of  business  in  this  era.  Professor  Schlesinger  does 
acknowledge  that  there  was  a  solid  basis  of  industrial  and  technological 
advance  for  the  boom  of  the  I920’s.  This  admission  requires  five  lines  at  the 
top  of  page  67.  He  also  discusses  the  emergence  of  a  concept  of  business 
responsibility  and  an  ideal  of  service,  but  he  manifestly  regards  these  as  pre¬ 
dominantly  hypocritical.  The  impression  one  gets  is  that  the  typical  business¬ 
man  of  the  period  was  willing  to  utter  fine  sentiments  but  fundamentally 
had  no  higher  aspiration  than  to  make  a  fast  buck.  Of  the  c-onstmetive  steps 
that  a  good  many  business  firms  took  in  the  direction  of  improved  labor  rela¬ 
tions,  employee  welfare  plans,  and  profit-sharing,  there  is  not  a  word.  In 
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any  fvejit,  none  of  these  schemes  went  far  enough,  but  tlie  fact  tliat  they 
existed  at  all  suggests  that  the  businessmen  had  more  “social  c-onsciousness” 
than  they  have  been  given  credit  for. 

It  is  more  dramatic,  of  course,  to  have  the  issues  sharply  drawn  in  primary 
c-olors,  but  history  cannot  alw'ays  l>e  written  this  way.  The  chapter  on  “The 
.Stniggle  for  I’ublic  Power,”  for  instance,  reads  like  a  melodrama,  featuring 
a  thrilling  contest  between  the  Good  ('.uys  (the  public  power  ad\ocates)  and 
the  Bad  Guys  (the  private  utility  companies).  One  need  not  be  an  apologist 
for  Samuel  Insull  to  feel  that  the  jxjwer  problem  is  somewhat  more  complicated 
than  this,  or  that  W'ill  Rogers  is  not  necessarily  the  ultimate  authority  on  the 
holding  company.  Moreover,  if  Professor  Schlesinger  is  going  to  charge  the 
.National  I']lectric  Light  Association  with  suborning  both  colleges  and  their 
faculties,  he  ought  to  cite  chapter  and  verse  instead  of  making  a  .sweeping 
accusation  supported  only  by  a  general  reference  to  a  F’ederal  Trade  Com¬ 
mission  rejK)rt  as  interpreted  bv  three  antiutilitv  writers. 

Perhaps  the  businessmen  can  take  some  consolation  in  the  fact  that  when 
thev  are  stacked  against  other  groups  in  .American  society,  they  do  not  come 
(  t  too  badly.  Some  prominent  labor  leaders  come  under  the  Schlesinger 
an  ithema  also.  William  Green  is  descril)ed  as  “a  comfortable  man  with  the 
air  of  a  small-town  banker,  rimless  glasses  on  a  placid  face,  a  large  gold  watch- 
chain  in  his  vest,  and  a  diamond  ring  on  his  finger,  an  Odd  P’ellow  and  an 
Elk  .  .  .”  (pp.  112-113).  These  features  are  apparently  undesirable,  although 
it  is  not  (juite  char  why;  presumably  they  do  not  (jualify  as  “lilx'ral”  acc-ording 
to  the  nibric  of  the  .\mericans  for  Democratic  Action.  The  comment  on 
John  L.  Lewis  is  even  more  curious:  “But  John  L.  Lewis,  the  UMW’s  powerful 
and  crafty  president,  a  btdiever  in  free  enterprise  and  the  Republican  party, 
Ireat  off  his  progressive  critics  and  established  firm  control”  (p.  112).  Does 
this  statement  mean,  as  it  seems  to,  that  a  “progressive”  can  lx*  neither  a 
Republican  nor  a  believer  in  free  enterprise? 

The  businessmen  also  emerge  fairlv  creditably  when  they  are  compared 
with  the  intellectuals.  This  result,  I  am  •  sure,  is  unintentional,  and  it  is  a 
tribute  to  the  author’s  scholarship.  His  sympathies  are  definitely  with  the 
intellectuals,  but  he  is  too  good  a  historian  to  violate  the  canons  of  his  craft, 
and  he  has  to  present  them  as  they  w’cre  —  on  the  whole  a  depressing  group, 
Ix'wildered,  rootless,  and  pathetically  anxious  for  someone  to  tell  them  what 
to  think.  If  .American  life  has  suffered  in  recent  years  from  distrust  of  the 
intellectual,  some  of  the  blame  has  to  be  lx)me  by  the  intelligentsia  of  the 
twenties  and  earlv  thirties  who  found  the  American  scene  distasteful  but 
had  no  better  remedy  than  to  run  away  from  it.  Some  withdrew  into  cymi- 
cism;  for  others,  as  Schlesinger  points  out,  “W’hat  began  as  an  alienation 
from  business  culture  was  ending  in  some  cases  as  an  alienation  from  democ¬ 
racy  itself’  (p.  150). 

The  result  was  that  the  crisis  of  the  depression  witnessed  a  hysterical 
stamjx'de  of  the  intellectuals  to  left-wing  philosophies  —  a  stampede  in  which, 
as  the  author  makes  clear,  neither  industrial  labor  nor  the  farmers,  for  all 
their  distress,  showed  any  appreciable  disposition  to  participate.  Professor 
Schlesinger  also  admits  that  the  “liberal  ”  teachings  of  the  previous  decade 
failed  to  meet  the  fundamental  problem  of  how,  in  the  planned  economy 
“political  opposition  was  to  be  maintained  against  an  all-powerful  state” 
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(p.  211).  Too  many  of  the  intelligentsia  who  had  strained  at  the  gnat  of  a 
business  culture  were  able  to  swallow  the  Communist  camel  without  difficidty. 

By  contrast  the  businessmen  appear  as  stable  and  responsible  citizens; 
bewildered  by  the  depression,  yes,  but  so  was  every  one  else,  and  if  the  business¬ 
men  had  no  solution  for  the  crisis,  at  least  they  retained  their  faith  in  the 
recuperative  powers  of  a  free  society.  The  author  mentions  a  numlrer  of 
fascist-type  organizations  which  appeared  during  the  crisis.  None  of  them 
ever  amounted  to  much,  and  there  is  no  evidence  that  they  attracted  favor 
or  encouragement  from  the  business  community.  Nor  was  business  as  com¬ 
pletely  bankrupt  of  ideas  as  the  author  implies.  One  businessman,  Alexander 
Legge,  was  among  the  first  to  preach  crop  control  as  the  only  effective  way 
of  dealing  with  the  farm  problem;  another,  Gerard  Swope,  proposed  a  plan 
for  the  organization  of  industry’  which  anticipated  the  NR.\  and  might,  if 
adopted,  have  avoided  the  fantastic  administrative  confusion  of  that  unhappv 
experiment. 

This  is  not,  to  be  sure,  the  impression  that  the  author  intends  to  convex, 
although  it  is  a  permissible  interpretation  of  his  own  data.  In  his  chapters 
on  the  depression  Professor  Schlesinger  has  slipped  the  leash  on  his  emotions 
and  his  partisan  leanings.  He  was  able  to  shed  a  sentimental  tear  for  Harding, 
but  for  Herbert  Hoover,  a  bigger  man  facing  an  infinitely  more  difficult  situa¬ 
tion,  he  has  no  pity  whatsoever.  He  goes  out  of  his  way  to  identify  Major 
Eisenhower  as  General  MacArthur’s  aide  at  the  time  of  the  Bonus  Army 
incident,  although  w’hat  he  expected  either  officer  to  do  other  than  olx*y  a 
constitutionally  issued  order  is  an  unexplained  mysteiy'.  He  sneers  at  J.  P. 
Morgan  appealing  to  people  to  help  each  other  w’hile  his  two  butlers  listened 
in  another  room,  but  there  is  no  reference  to  Morgan’s  dignity  and  self-control 
when  the  Pecora  Committee  allowed  him  to  be  victimized  by  a  cheap  publicity 
stunt. 

The  feature  I  find  most  objectionable  is  what  appears  to  be  deliberate 
selection  of  evidence  to  depict  the  business  community  as  callous  and  in¬ 
different  to  the  sufferings  of  the  depression’s  victims.  This  is  simply  not  so. 
There  was  an  undeniable  reluctance  to  break  away  from  familiar  precepts 
by  invoking  the  intervention  of  the  federal  government,  especially  in  the  field 
of  relief;  there  was  undoubtedly  more  delay  than  there  should  have  been  in 
appreciating  the  full  seriousness  of  the  problem.  These  were  lapses,  but  they 
do  not  add  up  to  a  justifiable  charge  of  inhumanity.  Schlesinger  refers 
to  Roy  D.  Chapin’s  last-minute  effort  to  stave  off  the  banking  crisis.  If  he 
had  looked  at  the  Chapin  Papers,  which  are  freely  available  in  the  Michigan 
Historical  Collections  at  Ann  Arbor,  he  would  have  seen  a  deep  personal 
concern  for  the  plight  of  Detroit’s  unemployed  —  much  deeper,  for  instance, 
than  that  of  the  Communist  organizers  who  deliberately  precipitated  a  clash 
between  unemployed  workers  and  the  Dearborn  police.  Chapin  (juite  literally 
worked  himself  to  death  pulling  the  Hudson  Motor  Car  Company  through  the 
depression,  trying  to  disentangle  the  affairs  of  the  Union  Guardian  Trust 
Company,  and,  among  other  things,  serving  as  a  director  of  Detroit’s  Com¬ 
munity  Fund. 

It  may  make  for  a  higher  dramatic  effect  to  blacken  Franklin  D.  Roosevelt’s 
opponents  before  bringing  him  on  the  stage,  but  it  does  not  necessarily  make 
for  better  history.  If  Schlesinger  believes  that  Roosevelt  needs  this  kind 
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of  intrcKliiction,  tlion  lit-  has  less  confidence  in  his  hero  than  I  think  he  has. 
If  not,  then  it  rnay  not  Iw  amiss  to  suggest  that  the  historian  who  has  to 
appraise  human  f)lunders  and  failings  should  remember  with  St.  Paul  that: 
“And  now  abideth  faith,  hope,  charity,  these  three;  but  the  greatest  of  these 
is  charity.  ” 


Massachusetts  Imtitute  of  TechnoU^f^if 


John  B.  Rae 
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Sonf/i  Pacific  Enterprise:  The  Colonial  S»4g«r  Refining  Compantf  Limited. 
A.  G.  Lowndes,  ed.  Sydney,  Angus  and  Robertson,  Ltd.,  19.56.  Pp.  xvii 
-f  .5(H).  42  s. 

The  Colonial  Sugar  Refining  Company  is  one  of  .'Kustralia’s  oldest  and 
largest  industrial  undertakings.  It  refines  92  per  cent  of  the  sugar  consumed 
in  .Australia  and  all  of  that  consumed  in  New  Zealand.  Its  mills  cnish  about 
.30  p<‘r  cent  of  the  Australian  cane  crop  and  all  of  the  Fijian  crop.  It  engages 
in  many  ancillary'  activities:  in  the  production  of  building  materials,  chemicals, 
phannaceuticals,  and  in  shipping.  Currently  it  employs  about  1(),(K)0  persons. 
“Financially,”  reports  an  important  Mellxnime  brokerage  finu,  “the  company 
is  exceptionally  strong  and  the  results  are  verx-  conservatively  stated.” 

South  Pacific  Enter jtrise  tells  the  official  story  of  the  Colonial  Sugar  Refining 
Company,  descrilres  its  policies,  and  relates  its  position  to  that  of  the  sugar 
industry’  of  the  world.  The  history  of  the  company  Ls  depicted  against  the 
background  of  social,  political,  and  economic  developments  of  the  past  century. 

The  volume  is  a  joint  enterprise,  with  eight  authors  participating  under 
the  editorship  of  .Mr.  A.  G.  Lowndes,  Chainnan  of  the  Australian  Institute 
of  Political  Science.  The  .separate  chapters  deal  with  such  topics  as  the  history 
of  the  company,  the  structure  of  the  sugar  markets,  the  sugar  industry  of 
■Australia  and  Fiji,  techniques  of  sugar  milling,  sugar  refining  and  marketing, 
the  entrance  of  the  c-ompany  into  various  related  activities,  personnel  policy 
and  organization,  ownership,  and  financial  record.  .Appendices  present  a  com¬ 
plete  chronological  record  of  the  c-ompany  and  various  statistical  series.  The 
volume  is  profusely  illustrated  with  maps  and  with  photographs  of  the  com¬ 
pany’s  personnel  and  activities. 

The  Colonial  Sugar  Refining  Company  was  established  in  1855,  with  ante¬ 
cedents  going  back  to  1839.  The  moving  spirit  in  its  establishment  was 
Edward  Knox,  Ixim  and  educated  in  Denmark.  For  about  seventy-five  years 
the  company  was  c-ontrolled  by  the  organizer  and  by  his  son,  E.  W.  Knox. 
Both  were  men  with  a  highly  develojicd  sense  of  responsibility,  with  traditions 
of  thrift  and  hard  work;  both  were  strongly  opposed  to  what  they  termed 
government  intrusion  in  such  fields  as  industrial  policy,  import  policy,  and 
corporate  taxation.  Both  were  strongly  paternalistic,  reflecting  in  this  respect 
the  spirit  of  the  age.  In  consequence  of  their  policies,  women  were  not  em¬ 
ployed  until  1936,  and  smoking  is  still  not  permitted  in  office  hours.  The 
history  of  the  company  is  in  reality  a  history’  of  entrepreneurship.  It  was  an 
entrepreneurship  interested  not  only  in  sugar  but  also  in  banking.  Edward 
Knox  was  Chairman  of  the  Commercial  Banking  Company  of  Sydney. 

One  gathers  from  the  volume  that  the  policies  of  the  company  have  greatly 
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changed  over  the  past  twenty  years.  The  appearance  of  the  volume  itself  may 
fx?  taken  as  symptomatic  of  this  change.  An  increasing  amount  of  attention 
is  being  paid  to  personnel  policies,  to  good  management  relations,  and  to 
management  training. 

Despite  its  early  narrowly  traditional  policies,  the  companv  did  pioneer  in 
many  fields.  It  established  central  grinding  mills,  substituted  small  farms  for 
the  plantation  system,  established  sugar  experiment  stations  and  applied 
chemistry  to  factorv  processes.  Beginning  in  the  middle  193()’s,  under  its 
present  more  progressive  management,  it  began  to  produce  building  materials, 
cellulose  acetate,  plastics,  lac(jucrs,  and  the  like.  The  company  has  grown 
rapidly  in  size  and  has  become  much  more  diverse.  It  owns  a  majority  interest 
in  Colonial  Sugar  Refining  Chemicals  Pty.  Ltd.  and  in  Robert  Corlx'tt  Pty. 
Ltd.,  chemical  and  phamiac-eutical  companies,  and  in  Australian  Blue  Asbestos 
Ltd.  Investments  include  shareholding  in  Courtalds  (.\ust.)  Ltd.  and  in  a 
New  Zealand  construction  finn. 

The  study  discusses  briefly  —  too  briefly,  from  the  point  of  view  of  a  for¬ 
eigner  —  the  introduction  and  elimination  of  the  Kanaka  system  in  the  pro¬ 
duction  of  sugar  cane  in  Queensland,  and  the  importation  of  Indians  into  Fiji, 
Ix'ginning  about  1879  and  ceasing  in  1916.  The  Kanakas  have  been  returned 
to  their  homelands  and  the  Indians,  arriving  as  indentured  servants,  are  now 
mainly  tenant  farmers.  There  is  little  discussion  of  the  relations  between  the 
Indians  and  the  Fijians,  and  of  the  many  economic  and  sociological  problems 
which  have  arisen  betw'een  the  two  races. 

.\lso  of  interest  w'ould  have  been  a  fuller  discussion  of  the  rise  of  the  trade 
union  movement  among  sugar  workers  in  Australia  and  of  the  changing  atti¬ 
tude  of  the  c-ompany  toward  organized  labor;  one  infers  from  the  study  that 
the  company’s  policies  progressed  from  an  attitude  of  outright  hostility  to 
one  of  reluctant  acceptance.  Incorporated  in  the  chapter  on  “People  and  Work- 
in  Factories,”  there  is  criticism  of  the  system  of  compulsory  arbitration,  of  the 
manner  in  which  the  basic  wage  is  set,  of  the  need  to  increase  labor  produc¬ 
tivity  and  of  the  need,  too,  to  give  more  attention  to  the  training  of  middle 
management. 

One  of  the  most  stimulating  sections  is  that  treating  of  the  role  of  corporate 
capitalism  in  a  mi.\ed  economy  such  as  the  Australian  economy.  The  Common- 
w'ealth  maintains  an  embargo  on  sugar  imports,  reserving  the  whole  internal 
market  for  Australian  raw  sugar.  The  government  of  the  state  of  Queensland 
controls  the  extent  of  cane  acreage  and  its  allocation  to  individual  farmers 
and  purchases  raw  sugar  at  fixed  prices.  The  Colonial  Sugar  Refining  Company 
agrees  to  refine  the  sugar  and  to  supply  the  Australian  consumer  with  sugar 
at  a  price  agreed  upon  by  the ,  Queensland  and  the  Commonwealth  govern¬ 
ments.  The  studv  reports  that  the  partnership  has  been  a  smoothly  working 
one,  a  partnership  between  the  labor  governments  of  Queensland  and  twentieth- 
century  corporate  capitalism.  One  would  have  wished  that  sugar  agricultural 
jx)licies  had  been  subject  to  critical  analysis,  but  this  topic  might  have  been 
considered  not  particularly  germane  since  the  volume  is  a  study  of  a  company 
and  not  of  an  industry’. 

The  company  also  operates  in  a  protected  overseas  market.  The  British 
Commonwealth  Sugar  Agreement  of  1951  permits  it  to  sell  under  long-term 
contracts  a  substantial  proportion  of  its  exports  of  sugar  to  the  United  Kingdom 
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at  a  negotiated  price  which  is  divorced  from  the  world  price,  and  the  balance 
at  the  world  price  w’ith  benefit  of  im[K-rial  preference.  This  agreement  applies 
not  only  to  exports  of  sugar  from  Australia  and  Fiji,  but  to  those  from  the 
British  West  Indies,  Mauritius,  and  South  Africa. 

South  Pacific  Enterprise  is  an  interesting  and  valuable  account  of  an  iin- 
jrortant  enterprise,  of  the  role  of  the  entrepreneur  in  the  establishment  and 
early  development  of  the  company  and  of  the  adjustments  which  the  company 
has  had  to  make  to  various  changes  in  its  economic  aiul  prjlitical  environment. 
The  (’olonial  Sugar  Ifefining  C;ompany  is  to  be  congratulatc'd  on  having  spon¬ 
sored  a  study  of  this  character. 

Bknja.min  Hagcott  Bf.ckhart 

Columhia  I'nirersitti 


Ironworks  on  the  Saugus:  The  Lynn  and  Braintree  Ventures  of  the  Company 
of  Undertakers  of  the  Irontvorks  in  Sew  E.nglarul.  By  E..  N.  Hartley. 
Norman,  University  of  Oklahoma  Press,  1957.  Pp.  xvi  328.  $4.50. 

In  this  l)ook,  an  outgrowth  of  research  for  the  Saugus  Ironworks  Restoration, 
Mr.  Hartley  has  made  use  of  all  of  the  available  evidence  to  relate  fidly  the 
story  of  the  Braintree  and  Hammersmith  Ironworks  in  seventeenth-centurv' 
Massachusetts  “against  an  English  and  New  World  background  and  as  part 
of  a  total  economic,  technological,  and  social  cximple-x.”  The  experience  of 
the  ironworks  was  significant  not  only  as  a  forerunner  of  “much  that  was  to 
come  later”  with  the  growth  of  iron  and  steel  in  industrial  America  but  also 
as  an  indication  that  industr\’  was  “present  in  America  almost  surprisingly 
early  and  with  consequences  greater  than  has  ordinarily  been  appreciated.” 
Thus,  Mr.  Harth'y  stresses  the  influence  of  the  ironworks  on  the  Massachusetts 
community  as  well  as  the  ways  in  which  the  total  environmental  conditions 
shaped  the  development  of  the  enterprise. 

\  depression-induced  need  for  self-sufficiency  proxided  the  immediate 
stimulus  to  the  development  of  the  iron  industry  in  Massachusetts.  Para¬ 
doxically,  political  good  fortune  for  the  Puritans  in  England,  with  their  grow¬ 
ing  success  in  the  stniggle  against  the  croxvm,  brought  economic  difficulty  for 
the  Puritans  in  \('w  Pmgland  when  the  cessation  of  migration  brought  to  an 
end  the  boom  of  the  I63()’s.  John  Winthrop  the  Younger,  son  of  the  goxemor 
of  the  Massachusetts  Bay  Colony,  undertook  in  1641  the  difficult  tasks  of 
raising  capital  and  securing  skilled  w’orkrnen.  .although  he  lacked  previous 
experience  m  the  iron  industry,  Winthrop  was  able  to  take  advantage  of  his 
connections  with  the  Puritan  business  aristocracy  in  England  to  raise  the  neces- 
sar\'  capital.  The  more  than  twenty  investors  in  the  Company  of  Undertakers 
of  the  Iron  Works  in  New  England,  a  private  joint-stock  company,  expected 
that  profits  would  derive  not  only  from  meeting  the  colonists’  need  for  iron 
products  but  also  ultimately  from  exports  of  iron  to  England.  In  line  with 
mercantilistic  policy  of  encouraging  economic  enterprise  regarded  as  necessary 
for  the  welfare  of  the  community,  the  provincial  government  extended  to 
the  Company  grants  of  land  and  free  access  to  raw  materials,  a  monopoly 
of  iron  manufacture  in  the  colony,  tax  exemptions,  and  immunity  of  regular 
employees  from  militia  service.  But  the  Massachusetts  General  Court  also 
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imposed  a  ceiling  price  on  the  Company’s  products.  The  autlior  explains  how 
previous  English  experience  in  fostering  new  industries  as  well  as  (Calvinist 
doctrine  shaped  this  goxemmental  policy:  “Capitalists  and  entrepreneurs, 
like  all  men,  still  bore  traces  of  the  taint  inherited  from  Adam’s  sin.  If  it  took 
assurance  of  special  privileges  to  get  the  necessary  capital  investment,  let  it 
be  forthcoming.  Since  capitalists  were  capitalists,  however,  let  the  privileges 
be  tightly  drawn,  the  interests  of  the  whole  community  protected  bv  ade(juate 
regulation,  especially  of  the  prices  which  the  new  infant  industry'  could  charge 
a  people  much  in  need  of  its  products.” 

Like  many  other  promoters,  W’inthrop  was  guilty  of  “underestimating  eosts 
and  overestimating  Ixith  the  amount  and  the  s|x*ed  of  return  on  investment.” 
His  successor,  Richard  Leader,  who  like  Winthrop  held  interests  in  Ix^th  metal¬ 
lurgical  technology  and  entrepreneurship,  had  little  better  success  after  164.5 
in  satisfying  English  financiers  because  of  the  “delay  in  turning  a  profit  on 
what  had  been  a  slow  and  painful  start  of  their  industrial  enterprise.”  How¬ 
ever,  neither  the  division  of  managerial  responsibilities  in  1650  between  John 
Gifford  as  manager  of  the  ironworks  at  Hammersmith  and  Braintree  and 
William  Aubrey  as  fiscal  and  sales  agent  at  Boston,  nor  the  appointment  in 
1652  of  four  New  England  residents  as  “Commissioners,”  prevented  the  finan¬ 
cial  failure  of  the  Company.  After  a  “plague  of  lawsuits,”  efforts  by  colonial 
proprietors  to  operate  the  ironworks,  never  completely  successful,  ended  in 
abandonment  of  the  plants  by  the  1670’s. 

The  ironworks  enterprise  was  large  bv  contemporarx-  standards:  the  English 
Undertakers  invested  at  least  £11,560,  including  £4,500-5,000  of  expenditures 
for  plant  and  equipment.  Although  the  plants  supplied  moderate  (juantities 
of  iron  of  good  (jualitv  for  a  market  in  which  demand  was  strong,  “under  no 
one  of  the  various  proprietorships  were  the  ironworks  reallv  profitable  enter¬ 
prises.”  Mr.  Hartley  points  to  several  “complex  interacting  factors”  to  account 
for  this  phenomenon.  English  Undertakers  failed  to  develop  techniques  of 
supervision  and  control  of  their  overseas  investment  and  to  understand  some 
of  the  special  business  problems  which  resulted  from  the  shortage  of  labor 
and  currency  in  the  New  World.  On  the  other  hand,  colonial  proprietors 
probably  experienced  difficulties  in  securing  supplies  and  skilled  labor  from 
England.  Mismanagement  also  seems  to  have  contributed  to  the  failure  to 
make  the  enterprise  profitable.  But  the  basic  factor  was  that  the  proprietors 
were  squeezed  between  the  government-imposed  ceiling  price  and  the  im¬ 
portation  of  Englisli  iron.  Since  the  regulations  imposed  by  the  Massachusetts 
General  Court  protected  the  local  ironworks  from  domestic  cx)mpetition  only, 
the  Hammersmith  and  Braintree  Works  had  to  reduce  prices  during  periods 
of  abundant  supply  of  imported  iron.  But  the  enterprise  could  not  increase 
prices  above  the  ceiling  to  absorb  the  higher  costs  of  prrxluction  in  America 
at  times  when  the  supply  of  the  English  product  was  short.  “The  Under¬ 
takers,  and  those  who  followed  them,  all  decided  in  time  that  they  would  not 
or  could  not  continue  to  advance  money  or  supplies”  when  “the  ironworks 
could  not  keep  going  out  of  profits.” 

This  brief  summary'  of  the  main  points  of  Irontvorks  on  the  Saugus  does 
less  than  full  justice  to  the  carefid  analysis  which  Mr.  Hartley  has  made  of 
all  phases  of  the  operations  of  the  enterprise.  Indeed  there  is  no  significant 
aspect  of  the  experience  of  the  enterprise  to  which  he  does  not  direct  atten- 
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tion.  By  the  detailed  analysis  of  one  enterprise  and  the  firms  which  operated 
it,  the  study  contributes  concretely  to  our  understanding  of  seventeenth-centurv 
business  behavior.  The  only  criticism  to  be  noted  is  that  the  discussion  of 
early  ironmaking  in  Virginia,  related  only  indirectly  to  the  main  theme  of 
the  book,  might  have  been  more  c-oncise.  But  special  praise  should  be  directed 
to  the  three  chapters  on  management,  technology,  and  workers,  which  describe 
in  clear  terms  the  round  of  life  and  work  at  Hammersmith  in  the  1650’s. 
Impressive  throughout  is  the  way  in  which  the  author  has  used  archaeological 
evidence  to -fill  in  gaps  in  the  documentary  data.  A  bibliographical  note  plus 
footnote  citations,  the  latter  on  the  pages  where  they  belong,  make  up  for 
the  absence  of  a  formal  bibliography.  Finally,  numtion  should  be  made  of  the 
well-chosen  illustrations  and  the  fine  cpiality  of  typography. 


Russell  Sage  College 


Iamks  II.  Soi.TOW 


Mtisic  for  the  Millions:  The  Kimball  Piano  and  Organ  Stort/.  By  \’an  Allen 
Bradley.  \ew’  York,  Henrv  Regnery  Company,  19-57.  Pp.  '334.  $4.00. 

A  historv’  of  a  Finn  which  endures  for  100  years  is  a  worthy  undertaking. 
The  Kimball  Piano  and  Organ  Company  has  accomplished  more  than  simply 
sur\iving  the  hundred  years  —  it  has  played  a  dominant  role  in  the  develop¬ 
ment  of  the  industry  of  which  it  is  a  part.  It  is  unfortunate  that  Van  Allen 
Bradley  has  not  seen  fit  to  tr\’  to  explain  how  this  came  about.  Rather,  he 
apparently  confined  his  research  largely  to  collecting  “yams”  and  anecdotes, 
and  as  many  names  and  family  backgrounds  as  could  reasonably,  or  un¬ 
reasonably,  be  includ»'d  in  a  book  of  tliis  size.  No  analysis  or  adequate  descrip¬ 
tion  of  the  decisions  and  policies  of  the  firm,  nor  of  the  behavior  of  the  people 
who  directed  it,  is  even  attempted.  The  author  seems  content  to  point  out 
that  Kimball  became  a  large  and  important  company,  and  that  the  managers 
must  have  b<en  very  able.  However,  there  is  nothing  here  that  would 
refute  an  argument,  serious  or  otherwise,  that  the  company  has  had  a  mn 
of  just  plain  luck  for  an  amazingly  long  time.  It  seems  likely  that  the  major 
purpose  of  the  book  is  to  provide  employees  of  the  firm  with  some  general 
idea  about  the  growth  and  development  of  the  Kimball  company  and  the 
names  of  those  who  were  connected  with  it. 

A  study  of  the  Kimball  company  should  be  able  to  provide  interesting 
insights  to  students  of  economics,  business  historx',  marketing  and  merchandis¬ 
ing,  and  management  in  general.  This  company  began  as  a  retail  establish¬ 
ment  (and  remained  one,  at  least  in  part)  and  branched  out  into  organ,  piano, 
plaver  piano,  phonograph,  radio,  and  even  vocational  furniture  manufacture. 
Not  all  of  these  activities  were  successful.  It  would  be  interesting  and 
important  to  know  something  of  the  essential  reasoning  that  went  into  these 
ventures,  but  almost  always  we  are  told  that  \\\  W.  Kimball,  or  some  one, 
“decided”  to  manufacture  one  product  or  another,  and  it  simply  was  done. 
In  a  similar  fashion,  the  author  reports  that  the  company  “abandoned”  its 
vocational  furniture  operation  in  1945  because  it  was  “foreign  to  the  company’s 
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principal  experience”  (p.  284).  In  view  of  the  fact  that  this  particular  is 
reported  to  have  “saved  the  Kimball  Company  during  the  depression”  ( p.  262), 
the  author  owes  his  readers  a  somewhat  more  realistic,  and  reasonable,  ex¬ 
planation  of  the  firm’s  behavior.  ( It  is  interesting  to  note  that  the  casting  olf 
of  this  operation  took  place  at  a  time  when  diversification  of  production  was 
lieginning  to  be  regarded  in  many  rpiarters  as  an  unmixed  blessing.)  It  may 
be  argued  that  the  inadequacy  of  the  company’s  records  and  other  sources 
made  extremelv  difficult,  or  impossible,  a  serious  attempt  to  examine  such 
decision-making,  but  since  no  footnotes  or  bibliographv  appear,  and  there  is 
no  mention  or  description  of  source  material.  I  think  the  author  is  accountable 
for  these  weaknesses. 

.although  the  company’s  volume  of  employment  is  occasionally  mentioned, 
no  picture  emerges  concerning  the  firm’s  work  force,  its  employment  policies 
or  programs,  even  though  the  author  insists  that  it  was,  and  may  still  be, 
the  largest  employer  in  the  industry.  Even  a  two-month  strike,  beginning  in 
1899,  for  a  wage  increase  and  the  nine-hour  day  is  not  powerful  enough  to 
elicit  mention  of  wages  paid  or  hours  worked  at  Kimball.  It  is  pr>rhaps  indic¬ 
ative  that  the  two  pages  which  are  largely  devoted  to  the  strike  equal  less 
than  half  the  space  devoted  to  Mrs.  V\'.  W.  Kimball  and  her  collection  of 
paintings. 

Perhaps  most  disappointing,  and  distressing,  is  the  fact  that  at  the  very 
lieginning  of  the  book  we  are  informed  that  “With  Singer  of  sewing  machine 
fame,  he  [W.  W.  Kimballl  would  revolutionbe  the  .American  householder’s 
buying  habits  by  pioneering  installment  selling”  ( p.  2),  but  no  infonnation 
subsequently  appears  regarding  this  program’s  development,  its  mechanics, 
its  effects,  or  its  place  in  the  operations  of  the  firni,  let  alone  its  “revolu¬ 
tionizing”  impact  on  America.  It  is  bad  enough  when  vital  information  is 
consistently  excluded  from  this  story,  but  an  important,  and  grandiose,  claim 
calls  for  some  supporting  evidence. 

It  must  be  admitted  there  is  a  point  in  the  book  where  we  are  given  a 
small  peek  at  internal  conditions  of  the  firm,  though  in  a  rather  odd  fashion. 
On  page  101,  Bradley,  for  the  first  and  only  time,  reports  some  labor  and 
materials  cost  figures  for  reed  organs,  and  notes  “the  accuracy  with  which 
the  company  kept  track  of  costs  from  its  earliest  days  of  manufacture.”  In 
the  next  paragraph  he  relates  that,  in  view  of  the  impact  of  the  depression 
of  1893,  the  factory  superintendent  “refigured  ”  these  costs  and  “discovered” 
that  one  instalment’s  cost  was  $20.87  and  not  $22  as  originally  reported,  while 
another’s  was  $41. .51  and  not  $47.  Either  the  plant  manager  was  inflating 
his  units  costs  in  the  first  place  or  he  was  omitting  certain  costs  in  the  second; 
in  either  case,  the  company’s  “accuracy,”  as  w'ell  as  the  author’s  awareness  of 
his  own  statements,  becomes  questionable. 

Now  that  a  great  many  anecdotes,  family  backgrounds,  and  assorted  mis¬ 
cellany  concerning  the  Kimball  company  have  been  c'ollectcd  and  bound, 
perhaps  the  firm  will  make  its  records  available  to  researchers  who  would 
attempt  to  increase  our  knowledge  and  unders^nding  of  the  reasons  for  the 
growth  and  development  of  the  enterprise,  its  processes  of  decision-making,  its 
industrial  relations,  and  all  of  the  ingredients  necessary  to  its  opcTation.  The 
Kimball  company,  which  has  had  an  important  part  in  the  development  of 
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American  musical  instnmient  manufacturing,  deserves  such  a  study  —  hope¬ 
fully,  with  footnotes  and  a  hihliography. 

Milton  Nadw'orny 

Unin'Tsity  of  Vermont 


History  of  Accident  husurance  in  Great  Britain.  By  W.  A.  Dinsdale.  London, 
Stone  and  Cox,  Ltd.,  1955.  Pp.  362.  42  s. 

It  is  almost  a  tniisni  to  note  that  adaptability  to  changing  social  and  eco¬ 
nomic  conditions  is  a  .sine  qtia  non  for  success  in  any  tvpt‘  of  business.  No¬ 
where  is  this  more  clearly  apparent  than  in  the  field  of  accident  insurance. 
Among  the  influences  wliich  have  cspt'cially  necessitated  adaptability,  accord¬ 
ing  to  \V.  A.  Dinsdale,  are  legal  decisions,  legislation,  and  changing  economic 
trends.  These  have  created  the  need  for  new  types  of  insurance  or  revision 
of  those  already  in  existence.  In  this  relatively  brief  history  of  accident  insur¬ 
ance  in  Cireat  Britain,  the  author  gives  numerous  examples  of  the  potent  effect 
of  these  and  lesser  influences  jn  the  development  of  a  major  industry.  He 
emphasi/('s  the  increasing  complexity  of  the  accident  insurance  business  and 
demonstrates  how'  closely  its  growth  has  paralleled  that  of  the  economy  as  a 
whole. 

For  the  benefit  of  those  not  engaged  in  the  insurance  field,  Mr.  Dinsdale 
notes  that  accident  insuraiu-e  «-inbraces  that  not  included  under  marine,  fire, 
and  life  insurance.  Therefore,  what  is  covered  in  this  volume  is  much  more 
than  what  the  laxinan  ordinarily  understands  by  accident  insurance.  In  the 
United  States,  the  tvpcs  of  insurance  discussed  by  the  author  are  usually 
collectively  tennccl  casualtx  insurance.  Thev  include'  but  are  not  limited  to 
the  following; 

(a)  Personal  accident,  disease,  and  sickness. 

(b)  F'idelity  guarantee. 

(c)  Employers  liability. 

(d)  Engineering. 

(e)  Public  liability  (also  known  as  third  party). 

(f  )  Motor  (or  automobile,  in  .American  terminology). 

(g)  Burglary-. 

(h)  Contingency,  contract  guarantee,  credit,  glass,  hailstorm,  li- 
•  cen.se,  live  stock,  and  other  miscellaneous  types  of  insurance. 

Another  common  classification  is  the  following:  insurance  of  person,  interest, 
liability,  and  property. 

There  is  little  doubt  that  accident  insurance  in  its  various  forms  has  played 
a  vital  role  in  the  day-to-day  functioning  of  the  economy.  While  its  main 
role  is  to  provide  financial  recompense  for  those  who  sustain  losses  through 
the  occurrence  of  certain  specified  contingencies,  it  also  has  effected  a  sizable 
reduction  of  accidents  through  the  inspection  services  provided  by  insurers. 
.Moreover,  these  insurers  have  gradually  built  up  a  fund  of  experience  which 
has  been  used  time  and  again  in  the  wider  interests  of  the  community.  They 
have  also  furnished  advice  to  governmental  agencies  in  various  matters  of 
interest  to  them.  The  author  describes,  in  considerable  detail,  the  manner  in 
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which  accident  insurance  lias  been  of  benefit  to  the  British  economy  and 
citizenry. 

Trade  associations  have  played  an  important  role  in  British  accident  insur¬ 
ance,  as  they  have  in  all  other  fields  of  insurance.  In  general,  insuranct?  trade 
associations  are  composed  of  compc'titors  who  find  it  necessary  to  cxioperate 
for  the  protection  of  their  mutual  interests.  Specifically  referring  to  trade 
associations  in  the  accident  insurance  industiA',  the  author  notes  as  follows 
(p.  294); 

Although  the  primary  object  of  Insurers  is  to  pool  knowledge  and 
e.\perience  of  technical  matters,  the  regular  meetings  of  insurance 
executives  afford  opportunities  for  the  discussion  of  various  matters 
and  the  interchange  of  view’s,  which  cannot  fail  to  be  of  advantage 
to  all  concerned.  This  tends  to  the  establishment  of  a  common  prac¬ 
tice  and  code  of  proc-edurc,  to  the  benefit  of  the  insuring  public 
generally. 

The  indirect  benefits  of  association  include  the  following:  — 

(a)  There  is  an  ethical  influence,  for,  in  the  same  way  as  no  indi¬ 
vidual  can  live  to  himself,  so  no  Insurer  can  follow  an  unwarranted 
line  of  conduct  without  involving  himself  in  criticism. 

(b)  Although  an  association  may  be  primarily  concerned  with 
certain  specific  classes  of  accident  insurance  business  ( and  the  same 
applies  to  other  types  of  business),  there  is  an  inevitable  tendency 
to  discuss  any  problem  of  general  interest  affecting  other  sections 
of  accident  insurance. 

(c)  An  association  of  Insurers,  although  it  does  not  guarantee  the 
solvency  of  its  members,  is  a  strong  safeguard  in  this  direction,  as  the 
weakness  of  one  constituent  would  naturally  reflect  upon  the  whole 
membership.  It  is  therefore  in  the  interests  of  all  that  a  sound  stand¬ 
ard  should  be  maintained,  and  assistance  will  be  more  readily  forth¬ 
coming  where  members  are  united  in  an  association. 

(d)  Association  provides  a  ready  means  of  dealing  w’ith  those 
problems  which  concern  the  business  as  a  whole,  but  in  which  one 
Insurer  cannot  act  alone,  .^n  illustration  is  the  fonnation  of  the  Motor 
Insurers’  Bureau. 

(e)  The  individual  who  attends  the  meetings  of  an  association 
acquires  knowledge  of  what  other  people  are  thinking  and  doing, 
and  makes  many  valuable  friendships. 

As  early  as  July  18,  1829,  there  is  a  record  of  the  Association  of  Managers 
of  Fire  Insurance  Offices  meeting  in  Edinburgh  to  discuss  the  urgent  problem 
of  establishing  agreement  on  rates.  This  was  one  of  the  principal  reasons  for 
the  formation  of  early  trade  associations  in  Great  Britain.  Cutthroat  com¬ 
petition  threatened  to  make  an  industry'  unprofitable  for  all,  especially  in 
periods  of  depression.  Reduction  in  rates  resulting  from  the  severe  competi¬ 
tion  would  proceed  to  a  point  where  not  a  few  companies  would  be  forced 
out  of  business  and  others  would  be  imperiled.  Under  such  circ’umstances, 
tariff  agreements  stabilizing  rates  would  be  effected  through  the  instrumentality 
of  trade  associations.  Often  these  agreements  would  be  of  short  duration, 
since  frequently  nontariff  companies  ignored  them  in  their  quest  for  new 
business.  It  is  to  be  noted,  however,  that  various  of  these  agreements  in  the 
accident  insurance  field  have  survived.  Under  the  auspices  of  the  Accident 
Offices’  Association,  there  are  tariffs  in  existence  for  motor,  public  liability 
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(drivers’)  and  livestock  insurance,  to  mention  a  few  of  them.  Other  principal 
functions  of  the  trade  associations  are  lobbying,  collection,  classification,  and 
analysis  of  statistic's  useful  to  their  membt>rs,  standardization  of  p)licies,  and 
reinsurance  of  risks. 

In  his  duscussion  of  state  regulation  of  accident  insurance,  the  author  points 
out  that  the  unsoundness  of  many  companies  in  the  past  and  their  frequent 
failure  resulted  in  the  need  for  public  c-ontrol.  On  the  whole,  this  regulation 
has  proved  to  be  desirable  from  the  viewpoint  of  protecting  the  public  interest 
and  beneficial  to  the  companies  in  restoring  public  confidence,  which  had 
been  badly  shaken  Wcause  of  the  frerjuent  failures  of  companies  and  the 
activities  of  unethical  and  incompetent  agents.  Of  special  interest  is  the 
workmen’s  compensation  industrv'  which  was  merged  in  the  national  insurance 
scheme  on  July  5,  1948,  and  thus  nationalized.  It  is  unfortunate  that  the 
author  fails  to  discuss  the  experience  of  Great  Britain  with  nationalization  in 
this  sector. 

Mr.  Dinsdale  does  not  discuss  the  expansion  overseas  of  British  accident  in¬ 
surance  companies  in  most  countries  in  the  world.  This  expansion  was  taking 
place  also  in  life,  marine,  and  fire  insurance.  It  was  a  remarkable  performance 
since  it  took  place  despite  fierce  compt'tition  from  local  institutions,  national 
prejudice,  and  hostile  legislation.  This  expansion  can  be  attributed  to  the 
(juality  of  the  insurance  and  the  superior  methods  and  resources  of  British 
companies. 

While  the  author  has  a  comprehensive  discussion  of  trade  associations  among 
the  companies  and  their  executives,  he  seldom  refers  to  agents’  organizations. 
He  does  not  describe  either  the  marketing  organization  of  the  companies 
participating  in  the  British  accident  insurance  field,  or  the  problems,  difficul¬ 
ties,  and  advances  in  comjx'tence  and  ethic's  of  the  agents  and  brokers.  Here 
is  a  most  interesting  and  significant  storv  that  remains  to  be  narrated.  Cer¬ 
tainly  the  need  for  various  types  of  accident  insurance  would  not  have  been 
translated  into  effective  insurance  arrangements  without  the  strenuous  efforts 
of  competent  and  conscientious  agents,  whose  organizations  were  of  such 
material  assistance  to  them. 

The  volume  furnishes  a  useful  guide  to  the  business  historian  interested 
in  a  general  summarv'  of  developments  taking  place  in  the  British  accident 
insurancf  business.  This  industrv  has  bt'en  closely  bound  up  with  and  has 
fostered  the  general  ec'onomic  progress  of  Great  Britain.  This  work  can  serve 
also  as  an  introduction  to  a  field  which  has  great  potentialities  for  expansion 
not  only  in  Great  Britain  but  also  in  other  industrialized  countries. 

H.xrris  Proschansky 

Bronx,  York 


■A  History  of  Industrial  Life  Assurance.  By  Dennot  Morrah.  London,  George 
Allen  and  Unwin,  Ltd.,  1955.  Pp.  243.  15  s. 

Affecting  as  they  have  a  sizable  portion  of  the  population  with  low  incomes, 
the  failings  of  industrial  insurance  have  loomed  large  in  the  public  eye.  The 
accomplishments,  tremendous  as  they  have  been  in  a  field  of  insurance  beset 
with  inherent  difficulties,  have  been  accepted  as  a  matter  of  course  by  the 
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generality  of  Britons.  In  the  wonderland  of  polities,  where,  like  Alice,  political 
issues  can  be  magically  enlarged  or  diminished  with  amazing  ease,  it  is  too 
much  to  e.xpect  that  the  vital  institution  of  industrial  insurance  will  be  objec¬ 
tively  studied  and  analyzed.  Dennot  Morrah  attempts  to  correct  the  distorted 
picture  that  hostile  propaganda  threatens  to  implant  in  the  mind  of  the  British 
public.  He  describes  his  book  as  “an  attempt  by  a  la\anan  to  explain  to 
other  laymen  the  purposes  and  processes  of  industrial  assurance,  an  institution 
w'hich  exercises  a  far-reaching  influence  upon  the  life  of  the  community,  and 
in  which  for  that  reason  the  community,  through  its  political  organs  of  Parlia¬ 
ment  and  administration,  has  long  taken  an  inejuisitive,  critical,  and  entirely 
proper  interest”  (p.  7). 

The  author  does  not  gloss  over  the  malpractices  of  both  companies  and 
agents.  Especially  disturbing  were  the  frequent  failures  of  smaller  and  weaker 
companies  in  the  earlv  period.  Mr.  .Morrah  notes,  however,  that  the  industry 
has  continually  endeavored  to  correct  its  mistakes.  He  does  give  due  emphasis 
to  the  benefits  flowing  from  legislation  recpiiring  the  backward  to  adhere  to 
the  standards  establislu'd  by  the  most  progressive  companies.  Moreover,  even 
the  strongest  insurance  concerns  have  been  reluctant  at  times  to  take  steps 
necessary  for  the  good  of  the  institution  as  a  whole.  Begulatoiy  legislation, 
intelligently  framed  ■  and  effectively  implemented,  has  prodded  these  cxim- 
panies  into  taking  measures  beneficial  to  all  concx'med. 

In  1864,  when  British  industrial  insurance  companies  were  still  in  the  early 
stages  of  their  development,  four  main  txjmplaints  were  lodged  against  them. 
First,  it  was  noted  that  many  of  the  existing  firms  were  in  a  precarioas  finan¬ 
cial  state.  The  average  policyholder  or  prosp<>ctive  clieot  could  not  be  certain 
that  a  particular  company  was  or  was  not  able  to  meet  its  obligations  when 
the  time  should  come.  Sec-ondly,  the  costs  of  administration  were  described 
as  much  too  high,  and  the  system  of  house-to-house  collection  of  premiums 
w’as  blamed  for  much  of  the  allegedly  excessive  costs.  Thirdly,  the  growing 
practice  of  insuring  the  lives  of  younger  children  was  deemed  morally  hazardous 
on  the  ground  that  it  might  lead  to  premature  deaths  of  children  at  the  hands 
of  parents  and  guardians.  Fourthlv,  there  were  numerous  complaints  that 
poor  men,  persuaded  against  their  better  judgment  bv  unscnipulous  agents, 
were  insured  for  larger  amounts  than  they  could  afford,  leading  to  non¬ 
payment  of  premiums  and  forfeiture  of  policies  with  tremendous  losses. 
Insurance  of  younger  children,  under  suitable  safeguards  provided  by  legis¬ 
lation,  has  been  acc-epted  by  the  public  as  beneficial  and  salutary.  The 
allegedly  exc'essive  c-osts  of  administration,  pressure  for  increase,  and  high 
lapse  ratio  are  even  today  still  charged  to  the  institution  by  hostile  critics. 

The  frequent  failures  of  weak  insurers  and  the  depredations  of  unscrupidous 
agents  plagued  the  industrx'  for  a  long  time,  especially  in  the  second  half 
of  the  nineteenth  century.  Many  companies  became  insolvent  because  of 
insufficiency  of  capital,  failure  to  pay  attention  to  the  actuarial  probabilities 
underlying  this  type  of  insurance,  and/or  unscnipulous  and  inc-ompetent 
management.  The  insurance  misdemeanors  of  unethical  agents,  even  though 
they  were  a  definite  minority,  also  helped  to  build  up  ill  will  on  the  part  of 
the  public  towards  the  business.  Serious  malpractices  included  twisting  of 
policies  and  misrepresentation.  Especially  obnoxious  as  a  twister  was  the 
agent  who  transferred  his  services  to  another  company.  He  then  would  induce 
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liis  former  clients  to  drop  their  policii  witli  his  former  company  and  take  out 
new  ones  with  his  present  company.  Needless  to  say,  the  policyholder  lost 
heavily  in  the  process.  This  particular  malpractice  was  deemed  so  serious  by 
the  industrial  insurance  concerns  that  they  formed  the  Insurance  Life  Offices’ 
Association  in  1901  to  eradicate  this  insurance  evil.  The  .Association  succeeded 
in  accomplishing  its  objective. 

Like  most  living  institutions,  industrial  insurance  has  been  built  up  by  trial 
and  error  and  through  painful  but  instructive  experienc-e.  While  admitting 
the  existrmce  of  insurance  evils  in  former  days,  it  has  always  deplored  the 
exaggeration  of  its  critics.  It  has  never  agreed  that  house-to-house  collection 
can  be  eliminated  without  destroying  the  basic  virtues  of  the  business.  The 
companies  have  taken  various  innx)rtant  steps  to  reduce  expenses  of  adminis¬ 
tration  and  have  instituted  measures  to  curb  lapses.  They  have  attempted 
to  ensure  that  their  agents  would  be  of  high  character  and  competence.  In 
this  c-onnection,  agents’  organizations  have  played-  a  major  role  in  curbing 
the  abuses  of  their  members  and  in  working  for  their  professional  advancement. 

'I'he  role  of  legislative  inquiry  and  investigation  has  been  a  major  one  in 
developments  affecting  this  industry.  Hostile  critics  —  and  they  have  been 
many  and  vociferous  —  have  never  ceased  directing  their  verbal  shafts  at 
industrial  insurance.  .A  long  succession  of  highly  publicized  public  inquiries 
have  placed  the  institution  under  continual  scnitiny.  Legislative  measures 
resulting  from  these  inquiries  have  set  high  standards  for  the  industrx',  although 
the  ctimpanies  themselves  in  no  small  measure  have  contributed  to  the  eleva¬ 
tion  of  standards. 

Advocates  of  nationalization  of  industrial  insurance  in  Great  Britain  ( in¬ 
cluding  Sidney  Webb)  have  conducted  vigorous  campaigns  in  behalf  of  their 
political  nostnmi.  They  have  continually  played  up  the  alleged  defects  of 
the  industry,  especially  the  excessive  administrative  expenses  and  the  in¬ 
ordinate  amount  of  lapsation.  They  have  also  frequently  referred  to  the  vast 
aggregations  of  capital  controlled  by  the  boards  of  management  of  the  larger 
companies  and  the  possible  dangers  flowing  therefrom.  The  author  provides 
a  detailed  and  closely  reasoned  analysis  of  the  respective  merits  and  demerits 
of  private  enterprise  and  state  operation  of  industrial  insurance.  He  concludes 
that  the  supersession  of  private  enterprise  by  the  state  would  be  most  inimical 
to  the  bt‘st  interests  of  the  policyholder,  the  Ixmeficiaries,  the  shareholders, 
and  the  staffs  of  the  existing  industrial  insurance  companies.  He  points  to 
the  powerful  incemtive  provided  by  the  competitive  system  to  increase  the 
benefits  provided  by  industrial  insurance.  Moreover,  he  refers  to  the  con¬ 
siderable  difficidties  that  nationalization  would  bring  in  its  wake  and  the 
►  probable  loss  of  efficiency  that  already  has  been  attained  by  private  enter¬ 

prise.  In  short,  .Mr.  Morrah  sees  only  net  loss  resulting  from  the  adoption 
of  nationalization,  and  deems  the  supersession  of  private  enterprise  by  the 
state  as  quite  detrimental  to  the  British  public. 

'Tlie  role  of  trade  associations  is  so  far-reaching  in  insurance  that  it  is  un¬ 
fortunate  that  the  author  gives  us  such  few  details  of  the  activities  of  the 
Industrial  Life  Offices’  Association.  He  advises  that  it  helped  to  stamp  out 
one  form  of  twisting,  as  mentioned  previously,  and  that  it  represents  the 
industrial  life  insurance  companies  in  matters  considered  by  the  Industrial 
Assurance  Commission,  the  regulatory  body  for  the  industry.  There  is  little 
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doubt,  however,  that  the  Association  performs  other  vital  tasks  which  are 
not  mentioned  in  the  work  under  review.  Agents’  organizations  have  also 
played  an  especially  influential  role  in  the  business.  There  is  relatively  little 
discussion  of  their  activities  and  significance. ' 

The  author  does  not  adequately  relate  developments  in  the  field  of  industrial 
insurance  to  those  affecting  other  tvpes  of  insurance.  He  rarely  refers  to  the 
experience  of  the  United  States  and  other  countries  where  industrial  insurance 
has  attained  a  high  level  of  development.  A  discussion  of  the  experience  of 
other  countries  would  have  helped  further  to  illuminate-  the  fundamental 
issues  presented  in  the  volume. 

Mr.  Morrah  seldom  annotates  his  material  and  does  not  provide  a  bibliog¬ 
raphy.  This  is  rather  unfortunate,  as  the  business  historian,  stimulated  as  he 
is  by  a  highly  interesting  and  well-written  work,  must  look  elsewhere  for  a 
list  of  the  basic  works  in  the  field. 

Within  the  relatively  short  compass  of  this  volume,  the  author  has  been 
successful  in  giving  a  succinct  stimmary  of  developments  in  industrial  insurance 
in  Great  Britain.  His  work  can  serve  as  a  corrective  for  the  distorted  picture 
painted  by  hostile  critics  of  the  institution.  It  can  be  useful  as  an  introduction 
to  a  field  of  insurance,  in  which  a  combination  of  efficient  private  enterprise 
and  intelligent  government  regulation  have  protluced  continual  growth  and 
constant  progress. 

Harius  Proschansky 

Bronx,  \ctc  York 
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Albert  Gallatin,  Jeffersonian  Financier  and  Diplomat.  By  Haymond  Walters, 
Jr.  New  York,  The  Macmillan  Company,  19.57.  Pp.  x  -f  461.  $7.00. 

The  world  of  finance  has  always  made  its  own  rules,  insisted  on  its  own 
“mysteries,”  cultivated  secrecy  to  the  point  of  occultism,  and  yet  inspired  such 
confidence  in  all  ages  that  financial  empires  or  financial  schemes  rarely  collapse 
except  to  the  astonishment  and  awe  of  outsiders.  A  command  of  the  rules, 
a  penetration  of  the  mysteries,  a  disdain  for  the  occult,  in  turn,  have  often 
smoothed  the  paths  of  financiers  —  like  Svengalis  to  political  Trilbys  —  to 
realms  of  power  higher  than  the  world  of  finance  itself.  So  it  was  with  Hamilton 
in  his  relations  with  President  Washington;  and  so  it  was  with  Albert  Gallatin 
in  his  relations  with  presidents  Jefferson  and  Madison.  Gallatin  “is  the  only 
man  in  the  United  States,”  Jefferson  wrote  on  the  eve  of  his  inauguration  in 
1801  respecting  his  imminent  appointment  of  the  Swiss  immigrant  as  Secretarv’ 
of  the  Treasury,  “who  understands,  through  all  the  labyrinths  that  Hamilton 
involv’d  it,  the  precise  state  of  the  Treasurv’,  and  the  resources  of  the  Country.” 
As  Madison’s  Treasury  Secretary,  Gallatin  was  described  as  “to  all  intents 
and  purposes  the  president,  and  even  more  than  the  president  of  the  United 
States.”  The  rather  sinister  suggestion  of  this  remark  —  of  financial  legerde¬ 
main  overreaching  itself  —  was  carried  further  by  another  characterization  of 
Gallatin  as  “a  man  of  most  singular  sagacity  and  penetration;  he  could  read 
the  verv  thoughts  of  men  in  their  faces  and  develop  their  designs;  a  man 
of  few  words  [who!  made  no  promises  but  to  real  favorites.  .  .  .” 

The  orphaned  son  of  distinguished  parents  in  status-ridden  Geneva,  Gallatin 
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came  to  America  in  1780  at  the  age  of  nineteen  to  seek  his  fortune.  The  fact 
tfiat  there  was  a  revolution  going  on  seemed  scarcely  to  disturb  frim.  Along 
with  his  lares  and  penates  he  carried  commercial  goods  across  the  sea  with 
the  hope  of  disposing  of  them  at  a  profit  to  enhance  the  fair  amount  of  cash 
he  also  carried.  Like  many  other  Americans  of  the  dav,  he  was  soon  capti- 
vatc'd  by  the  possibilities  of  land  sp'culation,  and  urbanite  thougb  he  was 
he  developed  a  lasting  love  for  the  frontier  in  western  Pennsylvania  where 
he  settled  in  178.5.  His  excellent  Genevan  education  —  under  Calvin’s  influ¬ 
ence  Geneva  had  developed  in  the  sixteenth  century  a  public  school  system 
through  college  and  professional  schools  which  Pennsylvania  w'as  not  to  approach 
until  the  middle  of  the  nineteenth  centurv'  —  promptly  made  him  the  spokes¬ 
man  for  his  cruder  neighlxrrs  who  soon  sent  him  to  the  state  legislature  in 
Philadelphia  and  then  to  the  national  Congress.  In  the  United  States  Hou.se 
of  Representatives  in  the  late  1790’s  Gallatin  cjuicklv  overshadowed  Madison 
himself  as  the  Democratic-Republican  leader  in  opposition  to  Federalist  finance 
and  virtually  shared  with  Madison  and  Jefferson  the  leadership  of  the  opposition 
party. 

Gallatin  lived  until  1849,  .ind  in  his  later  years  served  the  United  States 
most  ably  —  as  Dr.  Walters  dutifully  recounts  in  detail  —  on  many  diplomatic 
missions  and  also  became  a  bank  president  in  New  York  Citv.  But  his  great 
years  were  those  from  1801  to  1813  during  which  he  was  Secretary’  of  the 
Treasury  for  a  longer  term  than  anyone  in  history,  and  a  cabinet  member 
for  a  longer  term  than  anyone  besides  Harold  L.  Ickes. 

Gallatin  was  too  knowledgable  in  finance  to  share  Jefferson’s  and  Madison’s 
doctrinaire  hatred  of  the  First  and  Second  banks  of  the  United  States;  too 
knowledgable  in  business  to  share  their  willingness  to  open  the  wide  reaches 
of  the  West  on  terms  that  would  attract  speculators  promptly  but  defer  actual 
settlement  by  permanent  residents.  What  made  him  a  bulwark  of  Jeffersonian- 
ism  was  the  detestation  he  shared  with  the  X'irginians  of  Hamilton’s  policy 
concerning  the  national  debt.  This  to  Gallatin  —  and  to  many  analysts  since 
—  was  the  cnix  of  the  country’s  future.  Was  it  true,  as  Hamilton  insisted,  that 
in  order  to  survive  the  Union  had  to  hold  the  favor  of  the  rich  bv  means 
of  public  seCTirities  that  carried  high  interest  rates  and  woidd  not  soon  be 
“extinguished?”  Or  was  it  tnie  that  rich  rentiers  were,  in  Gallatin’s  words, 
“idle  and  dissipated  members  of  the  community,”  whose  claims  on  the  Treasury 
needlessly  sucked  up  through  taxation  the  small  amounts  of  capital  that  men 
like  his  neighbors  on  the  frontier  stniggled  so  desperately  to  accumidate  in 
order  to  further  the  actual  development  of  the  resources  of  the  country'  that 
they  had  undertaken?  . 

Of  course,  much  can  be  said  —  has,  indeed,  been  said  —  on  both  sides. 
Gallatin,  like  Jefferson,  was  sure  where  the  correct  answer  lay.  In  a  way,  he 
knew  it  better  than  his  friend  and  political  mentor;  for  to  Jefferson  what  might 
be  called  agrarian  finance  grew  chiefly  from  a  general  philosophical  position 
concerning  the  worth  of  the  individual  and  the -beatitudes  of  agriculture;  to 
Gallatin  agrarian  finance  grew  from  a  conviction  that  in  a  capital-poor  country 
hard  labor  and  rising  productivity  were  surer  paths  to  national  wealth  and 
well-being  than  conservative  investment  in  government  securities  guaranteed 
bv  burdensome  taxes  or.  the  many  for  the  benefit  of  the  drones. 

.As  Dr.  Walters  shows,  Gallatin  held  a  thoroughly  Jacksonian  view  of  the 
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public  debt,  equating  it,  as  the  future  President  did,  with  personal  debt,  aiul 
equating  both  with  mortal  sin.  He  could  .see  no  good  in  it  whatsoever  —  a 
position  surprisingly  innocent  for  one  of  his  financial  sophistication,  yet  one 
much  more  defensible  at  the  turn  of  the  nineteenth  century  than  in  that 
century’s  third  or  fourth  decade  when  large  national  capital  projects  might 
have  been  undertaken,  or  in  the  complex  twentieth  century  with  its  garrison 
and  welfare  state.  On  no  other  subject,  however,  in  finance  or  politic's,  was 
Gallatin  such  a  victim  of  his  Puritanical  upbringing.  His  sophistication,  indeed, 
is  what  led  many  members  of  his  own  partv  to  mistnist  him  as  a  foreign 
•financial  wizard.  Would  that  Dr.  Walters  were  capable  of  some  of  the  dis¬ 
tinctions  Gallatin  himself  constantly  made. 

This  volume,  as  the  author  points  out  in  an  interesting  Preface,  is  the  first 
new  study  of  Gallatin  in  seventy  years;  the  first  of  any,  reallv,  to  make  exten¬ 
sive  and  scholarly  use  of  the  fairly  elaborate  Gallatin  papers.  Hut  there  is 
little  or  nothing  both  new  and  valuable  in  the  work,  either  in  information  or 
interpretation.  Indeed,  where  interpretation  is  explicitly  undertaken,  as  in 
the  discussion  of  the  causes  of  the  War  of  1812,  the  analvsis  is  old  and 
questionable  if  not  discredited.  Neither  Pratt’s  Expamionists  of  1H12  (192ol 
[toward  which  Dr.  Walters  seems  to  leanl  nor  Burt’s  revisionist  The  United 
States,  Great  Britain,  and  British  North  America  (1940),  to  which  Pratt  him¬ 
self  concedes  much,  is  mentioned  in  Dr.  W’alters’  Bibliographv.  This  is  but 
one  example  among  a  number  that  might  be  mentioned  which  suggest  that 
Dr.  \\’alters’  narrow  concentration  on  Gallatin’s  surviving  documents,  rich 
though  they  may  be,  helps  explain  the  narrow  focus  of  his  narrative  and  the 
weakness  of  his  analysis  where  analysis  occurs.  This  is  a  scholarly  work  in 
what  might  be  called  the  second-best  sense;  perhaps  Dr.  Walters’  feeling, 
as  conveyed  in  the  Preface  and  elsewhere,  that  Gallatin  himself  was  sec-ond- 
best  in  an  age  of  political  giants,  accounts  for  his  own  lack  of  originality. 


Hid<icfirld,  Connecticut 
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Ekonomi  och  Religion.  By  Kurt  Samuelsson.  Stockholm,  KF:s  Bokforlag,  1957. 

Pp.  175.  11  Sw.  crowns. 

It  is  more  than  fiftv  years  since  the  publication  of  Max  Weber’s  well-known 
work  on  Protestantism  in  its  connection  with  capitalism.  ( Die  Protestantischc 
Ethik  und  der  Geist  des  Kapitalismus,  Jena,  1905.)  Weber’s  theories,  as  is  well 
known,  attempted  to  demonstrate  that  the  manifestation  of  the  Protestant  ethic, 
in  the  form  of  Calvinism  and  certain  other  Puritan  sects,  was  a  prerequisite  con¬ 
dition  for  modem  capitalism.  To  Web(‘r  it  seemed  clear  that,  for  the  Protestant, 
work  was  a  divine  calling  and  material  well-being  a  proof  that  one  was  a  mem¬ 
ber  of  God’s  Elect;  fmgality  and  industriousness  were  supreme  virtues,  which 
led  to  the  acquisition  of  wealth  as  well  as  happiness;  the  Protestants,  far  more 
than  the  Catholics,  were  dedicated  to  commercial  and  industrial  pursuits  and  to 
the  principles  of  progressive  entrepreneurship.  From  these  views  Wel>er  con- 
stmeted  a  sophisticated  and  ingenious  historical  theory  which  has  conditioned 
the  approach  to  questions  of  religion  and  capitalism  over  the  last  two  genera¬ 
tions.  This  is  tme  to  such  extent  that  although  his  conclusions  have  been  criti- 
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ti/<*d  from  many  jxrints  of  view,  in  the  last  resort  nearly  all  Weber’s  critics 
have  acceptr  d  his  assumptions  as  to  the  significant  interrelationship  of  reformed 
religion  and  radical  business  enterprise.  It  is  almost  tnie  to  sav  that  a  large  part 
of  Weber’s  thesis  is  still  undisputed  and  that  after  fifty  years  it  is  still  widely 
used  as  the  starting  point,  not  the  testing  ground,  for  historical  and  sociological 
investigations  in  this  field. 

In  view  of  all  this  it  might  almost  be  considered  indiscreet  for  a  Swedish 
social  scientist,  Kurt  Samuelsson,  to  examine  Weber’s  hypothesis.  But  the  re¬ 
sult  is  worthwhile.  lie  criticizes  Welxr’s  method  and  also  his  selection  of  facts. 
Samuelsson’s  main  lines  of  attack  can  be  summarized  in  four  points:  ( 1 )  he 
shows  that  capitalism  existed  before  the  Hefonnation.  (2)  He  doubts  that 
Cailvinism  favored  “the  capitalistic  spirit’’  to  the  extent  that  Weber  claimed. 

(  3)  P'ranklin,  of  whom  W’eber  writes  so  much,  was  not  a  spokesman  for  Puritan¬ 
ism.  He  was,  rather,  a  representative  of  th.e  eighteenth-centurv  rationalism.  (4) 
Weber  makes  a  biased  use  of  statistics  and  constructs  “nonsense-correlations.” 
Samiu  lsson’s  conclusion  is  that  “starting  either  from  the  doctrine  of  Puritanism 
and  capitalism  or  from  the  basic  assumption  of  a  correlation  between  economic-s 
and  religion,  we  can  find  nothing  which  in  any  wav  verifies  Weber’s  proposi¬ 
tions”  (p.  165).  \\’eber’s  theories  are  here  overthrown  by  an  acrimonious  and 
clever  debater  —  but  one  who  always  subordinates  his  polemics  to  the  need  to 
l  oncern  himself  with  the  central  issues  of  Weber’s  thesis  and  to  respect  the  de¬ 
mand  of  logic  and  relevancy.  Samuelsson  considers  the  contributions  to  the  dis¬ 
cussion  which  was  started  at  the  beginning  of  the  century  .  He  deals,  above  all, 
with  the  well-known  works  of  Sombart,  (amningham,  Tawney,  and  Robertson, 
but  he  also  appraises  the  views  of  more  recent  writers.  Robertson,  who  inverted 
\\'el)er’s  thesis  (“The  spirit  of  capitalism  is  not  the  creator  but  the  creation  of 
the  class  of  business  men”)  is  dealt  with  in  exactly  the  same  w'ay  as  Weber’s 
protagonists,  for  Samuelsson  seeks  to  find  out  if  there  is  any  correlation  at  all 
hetiveen  Protestautism  aiul  ec(momic  development,  no  matter  in  uhich  direction 
the  lines  of  cause  aiul  I'ffect  run. 

Is  there  anything  which  can  justify  Weber’s  statement  that  Calvinism,  through 
its  tolerance  of  interest  taking,  through  its  insistence  of  fnigality  and  indus¬ 
triousness,  and  through  the  doctrine  of  the  “calling”  and  the  concept  of  pre¬ 
destination,  with  its  compelling  incentives  to  the  achievement  of  worldly  per¬ 
fection,  was  decisive  for  the  critical  developments  in  capitalism?  Samuelsson’s 
categorical  answer  is  “no.”  He  convincingly  shows  that  neither  Calvin  nor 
Wesley,  Fox  nor  Penn,  Runyan  nor  Baxter  can  be  said  in  their  works  to  have 
demonstrated  any  more  tolerance  than  Lutheran  or  Catholic  writers  towards 
the  sordid  realities  of  worldly  occupations.  Puritanism  was  as  harsh  in  its  judg¬ 
ment  of  capital  accumulation  and  material  success  as  any  other  branch  of  Chris¬ 
tianity.  Samuelsson  demonstrates  that  Weber  twisted  and  pulled  the  statements 
of  some  authors  bevond  the  bounds  of  accuracy,  that  he  managed  to  avoid 
reference  to  writings  not  sufficientlv  malleable  to  fit  in  with  his  theory,  that 
he  often  rjuite  wrongly  describes  commentators  as  typical  of  a  religions  per¬ 
suasion,  and  that  it  takes  little  effort  to  find  in  non-Protestant  doctrines  declara¬ 
tions  which  would  fit  equally  well,  or  better,  into  the  Weberian  scheme  of 
things. 

To  take  another  example,  Benjamin  Franklin  was  considered  by  Weber  as  a 
living  embodiment  of  the  “spirit  of  capitalism,”  as  a  foremost  witness  to  the 
power  of  the  purest  Puritan  ethic.  In  Sanuielsson’s  view,  however,  Franklin 
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epitomized  not  so  much  a  religious  philosophy  as  that  spirit  of  secular  enlight¬ 
enment  which  w'as  the  eighteenth  century’s  contribution  to  philosophy.  His  re¬ 
ligion,  such  as  it  was,  w’as  not  Puritan  and  certainly  not  Calvinistic.  In  his 
Advice  to  a  Young  Tradesman,  for  example,  F'ranklin  delineates  the  qualities 
which  he  considered  most  for  success  in  business,  and  in  the  process  he  dis¬ 
cusses  only  materialism  and  individualism.  Nowhere  can  we  find  a  passage 
which  adduces  material  activity  as  a  primary  service  of  God.  The  virtues  which 
Franklin  emphasizes  are  not  virtues  in  themselves  but  only  avenues  to  attain¬ 
ment  of  w’ealth.  Samuelsson  could  have  added  that  the  person  to  whom  I'rank- 
lin  addressed  his  advice  was  not  any  prototype  of  a  modem  large-scale  entre¬ 
preneur,  but  the  small  tradesman  typical  of  a  restricted  business  environment. 
Franklin  was,  as  Samuelsson  says,  a  poor  representative  for  the  “spirit  of  C’api- 
talism.”  His  utmost  aim  was  to  retire  from  business  and  devote  his  life  to  sci¬ 
ence  and  study. 

One  of  Weber’s  starting  points  was  a  work  by  a  German  author,  Offenbacher, 
who  imagined  he  had  been  able  to  show’  considerable  differences  between 
Catholics  and  Protestants  in  Baden  with  respect  to  economic  status.  His  ma¬ 
terial  was  drawTn  from  statistical  abstracts  of  the  late  nineteenth  century. 
.\mong  other  things,  Protestants  sent  a  larger  percentage  of  their  children  than 
did  Catholics  to  high  schools  and  technical  institutions.  Samuelsson  attacks, 
with  emshing  criticism,  Weber’s  speculations  about  this  material,  and  he  shows 
that  almost  all  correlations  are,  as  he  says,  nonsense-correlations.  If  one  investi¬ 
gates  the  towns  where  the  schools  are  situated,  one  finds  that  Iwth  religious 
groups  are  represented  in  proportion  to  their  distribution  in  the  district;  if  one 
investigates  the  financial  statistics  one  finds  that  the  difference  signifies  only  that 
the  Protestants  lived  in  towns  to  a  greater  extent  than  the  Catholics;  and  if  one 
believes  that  their  place  of  domicile  had  any  religious  significance,  then  this  too 
is  susceptible  to  rational  explanation. 

These  are  only  some  of  the  questions  with  which  Samuelsson  deals  in  what  Ls. 
in  spite  of  its  size,  a  very  comprehensive  book.  It  is  obvious  that  several  times 
he  only  gives  a  sketchy  outline  of  the  problems  and  that  his  conclusions  on  a 
few  points  are  founded  on  a  somewhat  weak  line  of  argument.  But  such  criti¬ 
cism  has  little  relevance  to  the  main  point  at  issue.  After  a  reading  of  this  book, 
it  is  almost  impossible  to  avoid  his  conclusion:  “One  has  no  right  to  isolate,  as 
Weber  did,  only  one  element  from  a  lengthy  and  complicated  process  .  .  .  and 
to  correlate  economic  development  in  the  West  with  this  one  out  of  a  multitude 
of  factors.  .  .  .  But  Weber  showed  no  reluctance  in  doing  just  this  for  such  a 
concept  as  extensive  as  economic  development  and  for  a  religious  philosophy  as 
greatly  diversified  as  Puritanism,  not  for  a  short  period,  but  over  the  course  of 
some  four  hundred  years,  not  for  a  limited  geographical  area,  but  for  the  West 
as  a  whole!”  (p.  160).  These  seemingly  self-evident  facts  have  had  to  wait  fifty 
years  for  their  fonnulation.  The  book  deserves  to  be  translated  and  to  be  made 
available  for  an  international  public.  Samuelsson’s  revaluation  of  VVT-ber’s  thesis 
will  surely  be  accepted  as  definitive  and  conclusive. 

Lennart  joRBEnr, 

Lund  Universitii,  Su-Cf/rn 
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Anaconda.  Hy  Isaac  K.  Marcosson.  Xcw  York,  Dodd,  Mead  &  Coiopanv,  1957. 

Pp.  370.  '$5.00. 

This  volume  purports  to  be  an  “authoritative”  history  of  The  Anaconda  Com¬ 
pany,  and  its  predecessor  organization,  from  its  inception  in  1882  through  1955. 
The  author  states  that  he  visited  all  of  the  company’s  principal  operating  sites  in 
North  and  South  America  and  that  he  undertook  extensive  interviews  with  the 
chief  executives  ol  the  company  including  Cornelius  F.  Kelley  (past  president 
and  chainnan  of  the  company,  now  chainnan  of  the  executive  committee), 
Rolrert  E.  Dwyer  (past  president,  now  a  director),  Roy  II.  Glover  (now  chair¬ 
man  and  a  director)  and  Clyde  E.  Weed  (now  president  and  a  director).  It  is 
evident,  therefore,  that  this  book  was  undertaken  with  the  heartv  cooperation 
of  the  company,  including  significant  financial  suppirt  ( though  the  latter  is 
never  explicitly  acknowledged  by  the  author). 

The  dust  jacket  indicates  that  the  author,  Mr.  Marcosson,  is  a  journalist  of 
distinction  having  been  associated  with  the  Saturday  Evening  Post  for  some 
thirty-one  years,  “first  as  staff  contributor  and  later  as  chief  foreign  corre¬ 
spondent.”  We  are  told  that  “in  1945  Mr.  Marcosson  turned  to  the  writing  of 
industrial  histories  and  has  Irc'come  outstanding  in  this  field.”  Finally,  a  flyleaf 
indicates  that  Mr.  .Marcosson  is  responsible  for  some  twenty  full-length  publi¬ 
cations,  many  of  them  ostensibly  in  the  area  of  “industrial  historv.” 

With  such  an  introduction  even  a  professional  academician  may  be  encour¬ 
aged  to  anticipate  a  well-organized,  interestingly  written,  lucid  and  objective 
account  of  Anaconda’s  growth.  Such  a  reader  might  look  forward  with  pleasure 
to  a  reading  of  Anaconda,  even  though  he  expected  it  to  be  deficient  in  respect 
to  documentation,  cjuantitative  analysis  of  company  operations,  careful  examina¬ 
tion  of  administrative  policies  and  practices,  discussion  of  industry  characteris¬ 
tic’s,  and  a  general  evaluation  of  the  company’s  role  in  our  society. 

Unfortunately,  Marcosson’s  Atwconda  has  absolutely  nothing  to  recommend 
it  either  to  the  casual  reader  or  to  the  serious  student  of  business  or  industrial 
history.  It  is  rambling,  repetitious,  without  the  most  rudimentary  semblance  of 
topical  organization,  turgid  in  point  of  style,  and  devoid  of  a  single  attempt  at 
objective  appraisal  of  company  policy  or  practice.  This  book  probably  repre¬ 
sents  the  lowest  level  of  historical  endeavor,  since  it  comes  with  credentials  that 
are  apt  to  delude  the  unsophisticated  and  to  create  lasting  revulsion  toward 
Inisiness  or  industrial  historv’  on  the  part  of  more  discriminating  but  uniniti¬ 
ated  readers.  That  this  book  should  have  been  written  and  published  through 
the  financial  support  of  The  Anaconda  Company  (as  it  surely  was),  seems  to 
me  a  grave  reflection  upon  the  judgment  of  its  management.  Such  a  book,  pro¬ 
duced  under  such  auspices,  strongly  suggests  the  need  for  an  educational  cam¬ 
paign  to  acquaint  companies  and  advertising  agencies  contemplating  industrial 
histories  with  the  dangers  of  producing  such  works  as  Marcosson’s  Anaconda. 

For  the  serious  reader  who  wishes  to  know  something  of  the  origins  of  The 
Anaconda  Company,  with  particular  emphasis  upon  the  role  of  Marcus  Daly, 
H.  Minar  Shoebotham’s  Aruicorula  (Harnsburg,  Pennsylvania,  The  Stackpole 
Company,  1956,  pp.  217,  $4.50)  is  recommended  —  with  some  reservations 
(see  Business  History  Revieu:,  Vol.  XXX,  pp.  154f).  The  company’s  subsequent 
growth  and  many  of  its  more  important  policy  decisions  are  reflected  in  its 
annual  reports  to  stockholders,  which  of  recent  years  have  been  not  only  pub¬ 
lications  of  real  lx*auty  but  highly  informative  summaries  of  general  activities 
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and  financial  results.  For  an  indication  of  the  company’s  place  in  the  national 
and  international  copper  and  brass  industry  (and  for  further  sources)  refer  to: 
E.  B.  Alderherfer  and  H.  E.  Michl,  Economics  of  American  hulustrtf  (New 
York,  McGraw-Hill  Book  Company,  1957),  3rd  Edition.  P'or  a  wealth  of  trivia 
and  some  insight  into  the  personalities  and  contributions  of  Kelley,  Dwyer, 
Glover,  Weed  and  others,  see  Marcosson’s  Anaconda. 
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